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Honorable  Louise  Renne 

Honorable  Donald  Horanzy 

Board  of  Supervisors 

Room  235,  City  Hall 

San  Francisco,  California   94102 

Dear  Supervisors  Renne  and  Horanzy: 

Transmitted  herewith  are  Part  I  (of  two  parts)  of  our  management  audit  report  of  the  San 
Francisco  Recreation  and  Park  Department  and  our  separate  compliance  audit  of  the 
Department's  concessionaires. 

At  present,  the  Department  is  organized  into  three  divisions:  the  Business  Division,  the 
Park  Division,  and  the  Recreation  Division.  In  FY  1980-81  the  Department  has  a  budget 
of  $29.4  million  and  an  authorized  staff  of  780  permanent  positions.  Because  of  the  size 
and  complexity  of  the  Department,  we  are  issuing  the  results  of  our  management  audit  in 
two  separate  reports.  This  first  audit  report  deals  mainly  with  those  operations  under 
the  control  of  the  Business  Office:  concessions  and  leases,  stadiums,  purchasing,  payroll, 
accounting  and  claims.  We  have  also  included  in  this  part  of  the  audit  those  operations 
of  the  Park  Division  which  are  or  have  the  potential  to  become  revenue  producing 
activities:  the  Yacht  Harbor,  Camp  Mather,  the  Golf  Courses,  Conservatory  of  Flowers 
and  Arboretum.  The  second  report  will  focus  on  broader  administration  and  management 
considerations  in  the  recreation  activities,  park  maintenance  responsibilities  and  capital 
and  open  space  programs  of  the  Department. 

We  found  that  the  Park  Division  revenue  generating  facilities  included  in  this  part  of  the 
audit  operated  at  a  deficit  of  over  $1.3  million  in  FY  1979-80  and  therefore  required 
General  Fund  support  to  balance  the  budgets  of  these  facilities.  We  found  that  by  more 
fully  developing  the  revenue  generating  potential  of  these  facilities  and  eliminating 
unnecessary  positions,  the  Department  could  generate  additional  revenues  of 
approximately  $800,000  annually  as  follows: 
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Marina  Yacht  Harbor 


Raise  berthing  charges  to  a  level  comparable  with  rates  at  other  Bay  Area 
Marinas  -  $400,000  annually. 

Install  parking  meters  to  eliminate  free  parking  for  visitors  to  Fort  Mason, 
Marina  and  the  Palace  of  Fine  Arts  $200,000  annually. 


Conservatory  of  Flowers 


Impose  a  50£  admission  charge  collected  by  coin-operated  turnstile  -$120,000 
annually. 


Golf  Courses 


Stadiums 


Contract  out  the  starter  function  to  the  golf  pro  at  Lincoln  and 
Harding/Fleming  and  eliminate  one  starter  at  Golden  Gate;  hire  marshal  Is  to 
patrol  Lincoln,  Harding/Fleming  and  Sharp  Park,  lease  the  restaurants  at 
Lincoln  and  Sharp  Park  clubhouses.  The  combined  effect  of  these  savings, 
increased  revenues  and  increased  expenditures  is  an  additional  net  revenue  of 
$73,000  annually. 


Eliminate  the  stadium  manager  position  $33,624  annually. 


In  our  review  of  the  Business  Office,  we  found  several  major  lease  agreements  for 
private  parties  to  operate  City-owned  facilities  which  in  our  judgement,  were  not  in  the 
best  interests  of  the  City.  We  have  made  recommendations  for  modifications  when  these 
leases  are  next  awarded  or  adjusted  which  would  result  in  reduced  expenditures  by  the 
City  and  increased  revenues  totalling  approximately  $1  million  annually. 

The  more  notable  of  these  leases  are  those  with  the  Saint  Francis  Yacht  Club  and  the  San 
Francisco  Giants. 


BOARD  OF  SUPERVISORS 
BUDGET  ANALYST 


3  1223  06235  9642 


Honorable  Louise  Renne 
Honorable  Donald  Horanzy 
December  8,  1 980 
Page  3 


Saint  Francis  Yacht  Club  This  private  club  leases  a  twelve  thousand  square 
foot  bay-front  clubhouse,  (owned  in  fee  by  the  club)  20  berths,  storage  space 
for  20  boats  and  a  parking  lot  (total  land  oreo  61,300  square  feet,  total  water 
surface  area  25,500  square  feet)  for  a  total  charge  of  $1,700  per  month.  The 
fair  market  value  of  the  berths  alone  is  $1,550  per  month.  The  public  is  not 
permitted  to  use  any  of  these  facilities.  Restaurant  facilities  at  Fisherman's 
Wharf  of  a  size  similar  to  that  of  the  club  house  paid  the  City  an  average  of 
$230,000  annually  in  1979-80.  Based  on  these  leases  and  current  berth  rates, 
we  estimate  a  fair  annual  rental  of  $250,000. 

San  Francisco  Giants  In  I  958,  the  Giants  signed  a  35  year  lease  for  the  use  of 
Candlestick  Park  Stadium.  Under  the  terms  of  the  lease  the  Giants  do  not  pay 
the  City  any  concession  revenues.  In  FY  1979-80  Candlestick  Park  operated 
at  a  deficit  of  $804,888;  that  is,  the  Stadium  did  not  generate  sufficient 
operating  revenues  to  cover  its  operating  costs.  However,  the  use  of  Hotel 
Tax  funds  enabled  the  budget  to  be  balanced.  If  the  Giants  were  to  pay  a 
percentage  of  concession  revenues  we  estimate  additional  revenues  of 
$750,000  to  offset  this  operating  deficit. 

We  also  found  that  certain  purchasing  payroll  and  accounting  functions  within  the 
Business  Office  are  redundant  and  inefficient.  We  have  recommended  improved 
procedures  and  the  elimination  of  eight  positions  for  an  annual  savings  of  approximately 
$143,000. 

The  Department  has  various  revenue-generating  facilities  that  are  leased  out  to  private 
contractors  (concessionaires).  In  FY  1979-80  there  were  16  such  concession  agreements 
which  resulted  in  revenues  to  the  City  of  approximately  $2  million.  As  part  of  our 
separate  concession  audit,  we  have  reviewed  the  operations  of  8  concessionaires  who 
account  for  94%  of  these  revenues  to  determine  if  they  are  in  compliance  with  the  terms 
of  their  lease  agreements.  We  found  several  instances  of  undereporting  of  gross  receipts 
and  hence  reduced  rental  revenues  for  the  City.  We  have  made  specific 
recommendations  for  an  improved  monitoring  program  to  be  performed  by  the 
Department's  Concessions  Office  and  for  improved  accounting  procedures  to  be 
implemented  by  each  concessionaire. 

In  general  the  Department  concurs  with  our  findings  and  recommendations.  (There  are 
some  disagreements  in  terms  of  policy  implications  and  the  time  required  to  implement 
some  recommendations.  Where  differences  do  occur  they  are  more  in  terms  of  policy  or 
opinion  than  substance). 

Complete  working  papers  and  other  documentation  which  support  the  findings, 
conclusions,  and  recommendations  contained  in  this  report  are  available  in  the  Budget 
Analyst's  Office  for  the  review  of  any  interested  persons. 
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We  wish  to  thank  the  General  Manager  of  the  Department  and  other  staff  contacted 
during  this  part  of  our  audit  for  their  cooperation.  Without  this  assistance,  our  task 
would  have  been  extremely  difficult. 

Respectfully  submitted, 


A 


Harvey  M.  Rose 
Budget  Analyst 

cc:        President  Molinari 
Supervisor  Bardis 
Supervisor  Britt 
Supervisor  Hutch 
Supervisor  Kopp 
Supervisor  Lawson 
Supervisor  Silver 
Supervisor  Walker 
Supervisor  Ward 
Clerk  of  the  Board 
Mayor  Feinstein 
Controller 
Rudy  Nothenberg 
Tom  Malloy  General  Manager,  Recreation  and  Park  Department 

Staff:  Bill  Courtright 

Michelle  Corwin 
Tom  Dorn 
Leo  Lim 
Jamie  Ramirez 
Paul  Staley 
Dewey  Yee 
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INTRODUCTION 

Pursuant  to  a  motion  adopted  by  the  San  Francisco  Board  of  Supervisors,  we  have 
conducted  a  management  audit  of  the  San  Francisco  Recreation  and  Park  Department. 
Because  of  the  size  and  complexity  of  the  Recreation  and  Park  Department,  we  are 
issuing  the  results  of  our  management  audit  in  two  separate  reports.  The  first  audit 
report  deals  mainly  with  those  operations  which  fall  under  the  purview  of  the  Business 
Division:  concessions  and  leases,  stadiums,  purchasing,  payroll,  accounting,  and  claims. 
We  have  also  included  the  Arboretum,  Conservatory,  the  Golf  Courses,  Yacht  Harbor  and 
Camp  Mather  in  this  part  of  the  audit  because  they  are  or  have  the  potential  to  be 
revenue  producing  activities.  The  second  audit  report,  to  be  issued  in  the  early  part  of 
1981,  will  focus  on  broader  management  considerations  in  the  recreation  activities,  park 
maintenance  responsibilities  and  capital  and  open  space  programs  of  the  Department. 

Under  the  Charter,  a  Recreation  and  Park  Commission,  consisting  of  seven 
members  appointed  to  a  4-year  term  by  the  Mayor,  has  the  duty  to  control,  manage  and 
direct  all  parks,  playgrounds,  recreation  centers  and  other  recreation  facilities,  squares, 
avenues  and  streets  for  which  the  Department  is  responsible.  The  Commission  appoints  a 
General  Manager  who  serves  at  the  pleasure  of  the  Commission  as  the  Chief  Executive 
Officer  of  the  Department.  Currently,  the  Department  is  organized  into  three 
divisions:  the  Business  Division,  Recreation  Division,  and  Park  Division.  Under  the 
direction  of  the  Business  Manager,  the  Business  Division  is  responsible  for  the  payroll, 
personnel,  claims,  accounting,  concessions,  purchasing,  and  stadium  operations  of  the 
Department.  The  Recreation  Division,  under  the  direction  of  the  Superintendent  for 
Recreation,  provides  recreational  activities  in  three  broad  categories:  athletics  and 
aquatics,  community  services,  and  cultural  activities.  The  Superintendent  for  Parks 
manages  the  Park  Division  which  is  responsible  for  the  operation  and  maintenance  of 
Golden  Gate  Park,  district  parks  and  squares,  structural  maintenance,  the  Arboretum, 
golf  courses,  the  yacht  harbor,  the  zoo  and  Camp  Mather. 

In  FY  1980-81  the  Department  has  a  budget  of  approximately  $29.4  million  and 
780  permanent  authorized  positions.  This  compares  to  a  FY  I  979-80  revised  budget  of 
$28.1  million  and  793  permanent  authorized  positions. 

The  Recreation  and  Park  Department  has  a  number  of  agreements  (i.e.  concession 
contracts  or  leases)  with  private  parties  to  operate  Department  facilities  or  provide 
services  to  the  public.  In  FY  1979-80  there  were  16  such  agreements  which  generated 
approximately  $2  million  in  revenues  for  the  Department.  In  addition,  the  Department 
has  a  number  of  facilities  operated  by  City  employees  which  generate  revenues  for  the 
Department.  In  FY  1979-80  there  were  18  such  facilities  which  produced  approximately 
$2.9  million  in  revenues.  Approximately  the  first  $1  million  in  revenues  is  credited  to 
the  General  Fund  with  revenues  in  excess  of  that  amount  accruing  to  the  Department's 
Concession  Fund  which  is  restricted  as  to  use. 

As  part  of  the  separate  concession  audit  requested  by  the  Board  of  Supervisors,  we 
have  reviewed  in  detail  the  financial  records  and  lease  agreements  of  eight 
concessionaires  to  determine  if  the  gross  receipts  records  were  properly  maintained,  the 
resulting  revenues  to  the  Department  properly  calculated,  and  required  capital 
improvements  completed.  These  concessions  account  for  94%  of  the  revenues  generated 
by  privately-operated  facilities. 

We  found  that  the  Department  is  not  monitoring  concession  agreements  and  leases 
to  the  extent  necessary  to  insure  compliance  with  the  terms  of  the  agreements.  As  a 
result,  gross  receipts  have  been  underreported  and  rental  revenues  to  the  Department 
reduced.  Also,  various  capital  improvements  required  under  lease  agreements  have  not 
been  made.    We  have  made  recommendations  for  improvements  with  regard  to  specific 
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concessionaires,  the  details  of  which  are  included  in  the  separate  concession  audit. 

We  also  reviewed  the  Department's  leases  with  private  parties  to  determine  if 
such  agreements  are  in  the  best  interests  of  the  City  and  if  the  revenues  to  be  realized 
from  the  leases  are  adequate  given  the  utilization  of  the  property.  We  found  several 
major  leases  which,  in  our  judgment,  were  not  in  the  best  interests  of  the  City  and  have 
made  recommendations  for  modifications  when  these  leases  are  next  awarded  or 
adjusted. 

In  addition  to  the  concessions  and  leases,  this  audit  includes  other  Department 
revenue  generating  facilities  as  summarized  below: 

FY  1979-30 

Operating  Surplus 
Revenue  Expenses  (Deficit)**** 

Yacht  Harbor  $   590,791  $499,104  $91,687 

Camp  Mather  266,802  282,498  *  (15,696  ) 

Candlestick  Park  1,616,722  2,421,610  (804,888) 

Golf  Courses  1,140,032  1,235,358  **  (95,326  ) 

Conservatory  0  148,522  ***  (148,522  )*** 

Arboretum  0  339,706  ***  (339,706  )*** 

*       Includes  $30,000  in  indirect  costs  attributable  to  the  structural  maintenance  crew. 

**  Includes  CETA  funding.  Excludes  expenses  for  maintenance  of  McLaren  Park,  Lake 
Merced,  Sharp  Park  Rifle  Range  and  the  Legion  of  Honor  that  were  changed  to  the 
Golf  Division  in  1979-80. 

***     Estimated  expenditures  for  FY  1 980-8 1 . 

As  can  be  seen  from  the  comparison  of  revenues  and  operating  expenses  for  these 
facilities,  all  but  one  operate  at  a  deficit.  The  total  estimated  deficit  for  1979-80  is 
over  $1.3  million.  We  found  that  the  Department  is  not  developing  the  full  revenue 
generating  potential  of  some  of  these  facilities,  most  notably  the  Yacht  Harbor,  Golf 
Courses,  and  Conservatory.  We  estimate  an  additional  $1.8  million  annually  in  revenue 
can  be  generated  from  these  facilities.  Accordingly,  we  have,  where  appropriate,  made 
recommendations  to  increase  or  institute  fee  structures,  reduce  operating  costs,  and 
increase  utilization  of  these  facilities.  With  regard  to  Camp  Mather,  the  Department's 
High  Sierra  Family  Camp,  and  the  Arboretum,  a  botanical  garden,  we  rr.ade  no  findings  of 
significance  which  were  not  already  being  dealt  with  by  the  Department. 

Elsewhere  in  this  audit  we  have  made  recommendations  for  reduced  expenditures 
and  increased  revenues  totalling  $300,000. 

In  summary,  in  this  first  part  of  our  audit,  we  have  made  recommendations  which 
could  result  in  net  benefits  (decreased  costs  and  increased  revenues)  of  approximately 
$2.1  million  annually.  Approximately  $865,000  million  of  those  revenues  can  be  realized 
in  the  short  term  with  the  remainder  being  contingent  on  the  completion  of  restoration 
of  the  Conservatory  and  the  expiration  or  adjustment  dates  of  existing  leases. 

****  An  operating  deficit  indicates  that  the  particular  activity's  revenues  were  not 
sufficient  to  offset  its  expenses.  The  Department's  budget  as  a  whole  balanced 
through  the  use  of  tax  support  to  offset  these  deficits. 
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IN  OUR  REVIEW  OF  REVENUE  GENERATING 
FACILITIES,  WE  FOUND  VARIOUS  AREAS  OF 
NON-COMPLIANCE  WITH  THE  TERMS  OF 
THE  LEASE  AGREEMENTS  AND/OR 
INADEQUATE  MAINTENANCE  AND 

REPORTING  OF  THE  GROSS  RECEIPTS 
RECORDS.  IF  PROPER  REVIEWS  AND 
MONITORING  ARE  PERFORMED 

REGULARLY,  ADDITIONAL  REVENUES  OF 
AT  LEAST  $15,000  ANNUALLY  WOULD 
ACCRUE  TO  THE  CITY  AND  COMPLIANCE 
WITH  THE  LEASE  AGREEMENTS  COULD  BE 
ACHIEVED. 

The  Recreation  and  Park  Department  has  various  revenue-generating  facilities 
that  are  either  leased  out  to  private  contractors  (concessionaires)  or  operated  by  the 
City  using  City  personnel.  In  FY  1979-80,  there  were  16  concession  agreements  with 
private  operators  which  generated  revenues  of  approximately  $2,000,000  and  there  were 
18  City  operated  facilities  which  generated  approximately  $2,900,000. 

We  reviewed  the  lease  agreements  of  eight  Recreation  and  Park  Department 
concessionaires  in  detail  in  order  to  determine  if  the  concessionaires  were  in  compliance 
with  the  lease  agreements.  This  review  included  an  audit  of  the  financial  records  to 
determine  if  the  gross  receipts  were  accurately  reported  and  the  resulting  revenues  to 
the  Department  properly  calculated.  These  eight  concessions  accounted  for  $1,881,810 
or  94%  of  the  revenue  from  privately  operated  concessions  in  FY  1979-80.  In  addition, 
we  reviewed  one  of  the  larger  revenue  generating  City-operated  facilities  in  detail  to 
determine  if  the  gross  receipts  records  were  adequately  maintained.  The  City-operated 
facility  accounted  for  $173,058  or  6%  of  the  estimated  revenues  from  City-run 
facilities.  The  following  is  a  breakdown  of  the  revenues  for  each  of  the  concessionaires 
or  facility  reviewed  in  detail: 

1979-80 
Concession  Revenues 

Harding  Park  Golf  Course  Restaurant  $     8,336 

Golden  Gate  Stables  12,558 

Japanese  Tea  Garden  240,641 

Union  Square  Garage  1,266,792 

Lake  Merced  Boathouse  27,701 

St.  Mary's  Square  Garage  43,223 

Stow  Lake  45,126 

Candlestick  Park  Food  &  Refreshment  237,433 

$1,881,810 
City-Operated  Facilities 

Coit  Tower  173,058 

Total  $2,054,868 
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For  the  period  reviewed,  we  found  that  the  Recreation  and  Park  Department  is 
not  adequately  monitoring  the  concessionaires  or  the  City-operated  facility  despite 
having  a  staff  to  perform  this  function.  In  part  this  is  due  to  the  fact  that  there  is  no 
comprehensive  monitoring  program  for  the  staff  to  follow.  We  found  areas  of  non- 
compliance and  inadequate  maintenance  and  reporting  of  the  gross  receipt  records  that 
could  have  been  avoided  if  the  concessionaires  and  the  City-operated  facility  were 
properly  monitored.  This  monitoring  is  important  since  it  provides  a  safeguard  against  a 
loss  of  revenues  and/or  non-compliance  with  the  lease  agreements.  There  are  several 
lease  agreements  which  require  the  concessionaires  to  have  their  financial  records 
audited  by  a  CPA  firm.  Generally,  these  concessionaires  provided  better  financial 
records  than  those  that  were  not  audited  by  a  CPA  firm.  In  recognition  of  the  weakness 
of  the  existing  monitoring  staff  and  program,  the  Department  now  has  contracted  with  a 
private  party  to  monitor  on  a  periodic  basis  both  privately  and  city-operated  revenue 
generating  facilities. 

The  areas  of  non-compliance  with  lease  agreements  and  the  inadequate  gross 
receipt  reporting  procedures  that  were  uncovered  in  the  review  of  these  revenue 
generating  operations  are  as  follows: 

Inadequate  or   Incomplete  Source  Documents  to  Allow  Verification  of  Individual  Cash 
Receipts- 

Three  of  the  eight  concessionaires  (Harding  Park  Golf  Course  Restaurant,  Golden 
Gate  Stables*  and  Japanese  Tea  Garden)  which  we  reviewed  had  inadequate  or 
incomplete  source  documents.  The  facility  operated  by  City  personnel  also  had 
incomplete  source  documents. 

Posting  of  Cash  Receipts  to  General  Ledger 

One  of  the  eight  concessionaires  (Golden  Gate  Stables)  had  an  inadequate 
accounting  system  and  the  posting  of  cash  receipts  to  the  cash  receipts  journal  at  the 
City-operated  facility  was  not  always  accurate. 

Internal  Controls  and  Cash  Management  Procedures 

Three  of  the  nine  revenue  producing  facilities  (Golden  Gate  Stables,  Candlestick 
Park  Food  and  Refreshment,  and  Coit  Tower)  had  inadequate  internal  controls  to  insure 
that  all  cash  receipts  were  actually  being  reported.  Internal  control  procedures  at  the 
City-operated  facility  were  not  adequate  but  have  subsequently  been  improved. 


*  Golden  Gate  Stables  is  run  by  a  long  time  Department  concessionaire.  Accounting 
system  deficiencies  are  believed  to  be  due  to  his  lack  of  familiarity  with  modern 
accounting  techniques  rather  than  an  intent  to  defraud  the  Department.  The  General 
Manager  has  advised  us  that  the  Department  will  work  with  the  concessionaire  to 
develop  acceptable  internal  controls  and  proper  revenue  reporting  procedures.  (See 
page  2  of  the  Department's  response. 
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Gross  Receipts  Improperly  Reported  and  Remitted 

One  of  the  eight  concessionaires  (Golden  Gate  Stables)  failed  to  report  the  proper 
amounts  of  gross  revenue  collected  and  another  one  of  the  eight  (Harding  Park  Golf 
Course  Restaurant)  did  not  remit  rental  payments  to  the  City  on  a  timely  basis. 

Capital  Improvements  Not  Fully  Completed 

At  the  time  of  our  review  two  of  the  eight  concessionaires  (Japanese  Tea  Garden 
and  Union  Square  Garage)  had  failed  to  complete  capital  improvements  as  required  in  the 
lease  agreements.* 

CONCLUSION 

Based  on  our  review  of  the  gross  receipts  accounting  records  and/or  other 
activities  related  to  the  terms  and  conditions  of  the  lease  agreements  of  these  nine 
revenue  generating  operations,  we  found  various  areas  of  non-compliance  with  the 
terms  and  conditions  of  the  lease  agreements  and/or  inadequate  maintenance  of 
records  and  reporting  of  the  gross  receipts.  Based  on  our  sample,  we  estimate  that 
this  would  result  in  at  least  $15,000  annually  of  additional  revenue  to  the  City. 

RECOMMENDATION 

In  the  first  few  months  of  a  new  concessionaire's  operation,  the  Concession 
Division  of  the  Business  Office  should  review  the  concessionaire's  revenue  collection 
procedures  and  reporting  systems  to  insure  that  internal  controls  are  adequate  and 
records  are  being  maintained  in  a  manner  suitable  for  audit  purposes.  A  periodic 
review  program  should  be  developed  in  which  concessionaires  are  audited  for  specific 
periods  and  progress  in  complying  with  required  capital  improvements  is  monitored. 
The  Department  should  take  positive  steps  to  insure  that  areas  of  non-compliance  and 
inadequate  recordkeeping  are  corrected. 

SAVINGS/BENEFITS 

If  these  recommendations  are  implemented,  additional  estimated  revenues  of  at 
least  $15,000  annually  and  compliance  with  the  lease  agreements  could  be  achieved. 


*  According  to  the  Department,  these  capital  improvements  have  subsequently  been 
completed  at  the  Union  Square  Garage  and  the  Japanese  Tea  Garden  is  making 
acceptable  progress  toward  completion  of  their  required  improvements  (see  page  I  of 
the  Department's  response). 
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ALTHOUGH  THERE  HAVE  BEEN 
IMPROVEMENTS  IN  DEPARTMENT 

LEASING  PROCEDURES  AND  POLICIES, 
WE  FOUND  SEVERAL  MAJOR  LEASES 
WHICH  ARE  NOT  IN  THE  BEST  INTERESTS 
OF  THE  CITY  AND  WHICH  RESULT  IN 
LOWER  REVENUES  AND  INCREASED 
EXPENSES  OF  $1,027,450  ANNUALLY. 

The  Recreation  and  Park  Department  has  numerous  agreements  with  private 
parties  to  operate,  maintain  and/or  provide  services  at  various  City-owned  facilities 
under  the  jurisdiction  of  the  Department.  We  have  reviewed  these  agreements  to 
determine  if  they  are  in  the  best  interests  of  the  City  and  if  the  revenues  to  be  realized 
from  the  agreements  are  appropriate  given  the  utilization  of  the  property.  We  found 
that  in  general,  older  agreements  (i.e.  those  negotiated  prior  to  1978)  were  less 
beneficial  to  the  City.  In  general,  such  agreements  run  for  longer  terms  and  provide 
lower  returns  than  newer  leases.  We  also  found  that  several  private  groups  have  been 
using  Departmental  facilities  to  the  exclusion  of  the  general  public  without  paying  rental 
fees  or  paying  only  a  negligible  fee.  The  Department  has  recognized  these  problems  and 
is  acting  to  correct  them.  Specifically,  newer  leases  generally  run  for  periods  of  5  years 
with  5-year  renewal  options  unless  the  lessee  is  required  to  perform  substantial  capital 
improvements  or  the  facility  is  for  limited  use.  Most  new  leases  in  excess  of  5  years 
include  rental  escalation  provisions  in  accordance  with  the  Consumer  Price  Index.  In 
addition,  the  Department  has  adopted  the  policy  that  all  private  clubs  renting  City- 
owned  property  must  be  open  to  the  public  and  pay  a  minimum  rental  of  10%  of  gross 
revenues.  By  comparison,  some  older  leases  run  for  30-40  years,  have  no  rental 
escalation  provisions  and  do  not  base  lease  payments  on  a  percentage  of  revenues. 

In  our  review  of  lease  agreements,  we  found  several  major  leases  which  were  not 
in  accord  with  department  policies  or  in  the  City's  best  interests.  The  specific  terms  of 
these  leases  which  we  believe  to  be  inappropriate,  and  suggested  means  of  modification, 
are  outlined  below: 

Lake  Merced  Boathouse 

Under  the  terms  of  this  lease,  which  expires  in  1982,  the  lessee  operates  and  rents 
boats  for  hire,  moors  private  boats,  operates  boat  hoists  and  boat  ramps,  operates  a 
refreshment  concession  and  issues  sailing  usage  permits.  In  return,  the  Department 
receives  a  minimum  annual  rental  of  $20,000  or  a  percentage  of  gross  revenues, 
whichever  is  greater.  In  recent  years,  revenues  to  the  Department  from  the  Boathouse 
lease  have  been  $24,000  -  $26,000.  The  Department  incurs  substantial  operating  costs  in 
connection  with  Lake  Merced,  the  benefits  of  which  accrue  primarily  to  the  lessee.  Most 
notably,  the  City  pays  approximately  $26,000  annually  for  patrol  services  for  Lake 
Merced  to  insure  that  those  fishing  or  sailing  in  the  Lake  have  proper  permits.  In 
addition,  the  City  stocks  the  Lake  with  trout  at  an  annual  cost  of  approximately  $8,000. 
This  cost  is  offset  by  the  approximately  $15,000  the  City  receives  from  the  sale  of 
fishing  licenses.  These  revenues,  however,  can  be  used  only  for  restocking.  Thus  when 
the  Department's  operating  costs  are  taken  into  consideration,  the  Boathouse  lease 
becomes  a  breakeven  rather  than  a  revenue  generating  proposition.  Since  the  lessee  is 
the  primary  beneficiary  of  these  expenditures,  future  leases  for  this  facility  should 
include  provisions  requiring  the  lessee  to  provide  patrol  services. 
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Gas  House  Cove  Chandlery 

This  lease  with  Standard  Oil  of  California  provides  for  the  operation  of  a  fuel 
barge  facility  and  marine  supply  store.  Under  the  terms  of  the  lease,  the  Department 
receives  a  minimum  monthly  rental  of  $250  or  $.02  per  gallon  for  sales  of  gasoline, 
diesel,  or  outboard  motor  fuel  up  to  200,000  gallons  per  year,  plus  an  additional 
$.0025/gallon  for  each  gallon  over  200,000  gallons  per  year  and  an  additional  $.0025  per 
gallon  over  250,000  gallons  per  year.  When  the  cumulative  total  of  fuel  sales  reaches 
3,000,000  gallons,  the  City  wiH  receive  an  additional  $.0025  for  each  additional  gallon 
sold  thereafter.  In  addition,  the  City  receives  a  percentage  of  gross  receipts  from  sales, 
rentals,  fees,  and  commissions  generated  by  the  Marine  Supply  store.  This  lease  was 
renewed  for  a  5-year  option  in  1980  and  comes  up  again  for  renewal  on  a  final  5-year 
option  in  1985. 

Because  the  City's  share  of  revenues  is  based  on  a  fixed  fee  per  gallon,  the  City's 
revenues  as  a  percentage  of  total  gas  sales  actually  decreases  as  the  price  of  gasoline 
increases.  One  way  to  counteract  this  is  for  the  City  to  receive  a  percentage  of  overall 
profits  from  fuel  sales  over  and  above  the  gallonage  charge.  For  example,  at  the 
Airport,  the  City  receives  a  percentage  of  overall  aviation  fuel  sale  profits  over  and 
above  the  gallonage  charge.  The  Department  should  make  efforts  to  include  a  provision 
for  a  percentage  of  gross  fuel  safe  profits  in  addition  to  the  gallonage  charge  when  the 
lease  comes  up  for  its  second  5-year  renewal  in  1985. 

Saint  Francis  Yacht  Club 

The  Saint  Francis  Yacht  Club  (SFYC)  is  a  private  cfub  which  leases  a  twelve 
thousand  square  foot,  bay-front  club  house,*  20  berths,  storage  space  for  20  boats,  and  a 
parking  lot  from  the  Department  for  the  exclusive  use  of  its  members.  This  lease  covers 
61,300  feet  of  land  area  and  25,500  square  feet  of  water  surface.  In  return,  the  Yacht 
Club  pays  $1,700  rent  per  month  until  1984  at  which  time  and  every  5  years  thereafter, 
the  rental  will  be  revised  in  accordance  with  the  Whosesale  Price  Index  until  the  lease 
expires  in  2014.  At  present  berth  rates,  we  estimate  the  fair  market  value  of  the  berths 
alone  at  $1,550  monthly  or  slightly  less  than  the  present  rental  payment  of  $1,700  for  all 
facflities  occupied  by  the  Yacht  Club.  Restaurant  facilities  at  Fisherman's  Wharf  of  a 
size  similar  to  that  of  the  club  house  paid  the  City  on  average  of  $230,000  annually  in 
1979-80.  The  rental  rate  for  the  Yacht  Club  is  therefore  substantially  below  the  fair 
market  value  of  the  property.  In  addition,  the  public  is  denied  access  to  publicly-owned 
land  which  has  one  of  the  most  picturesque  views  of  the  Bay  in  the  entire  City.  This  is  in 
direct  conflict  with  the  Department's  policy  that  private  clubs  leasing  departmental 
property  provide  maximum  public  access  to  those  resources.  However,  because  the 
original  grant  of  land  by  the  State  gave  the  club  use  of  the  land,  the  club  enjoys  certain 
privileges  beyond  the  control. of  the  Recreation  and  Park  Commission. 


*    This  building  is  owned  by  the  Yacht  Club. 
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Union  Square  Goroge 

Under  the  terms  of  the  five-year  lease  with  Golden  Gate  Parking  which  expires  in 
1983,  the  Department  receives  a  minimum  annual  rental  of  $720,000  or  66.6547%  of 
gross  parking  revenues,  whichever  is  greater.  In  FY  1979-80  this  lease  produced 
51,266,792  in  revenues  for  the  City.  The  major  problem  with  this  lease  is  that  if  rate 
changes  are  made  as  a  matter  of  policy  rather  than  increased  operating  costs  (i.e.  to 
discourage  the  use  of  privately-owned  vehicles  and  increase  the  use  of  mass  transit)  the 
garage  operator  receives  a  substantial  increase  in  revenues  with  no  additional  expenses. 
Although  the  Board  of  Supervisors  approves  the  initial  lease  agreement  for  the  garage, 
subsequent  parking  modifications,  rates  and  charges  may  be  made  only  by  resolution  of 
the  Recreation  and  Park  Commission.  We  would  recommend  that  future  parking  garage 
leases  provide  that  where  rates  are  raised  as  a  policy  matter  that  revenues  resulting 
solely  from  the  rate  increase  accrue  to  the  City. 

San  Francisco  Giants 

The  Giants  signed  a  35-year  lease  for  the  use  of  Candlestick  Park  Stadium  in 
1958.  This  lease  expires  in  1993.  Under  the  terms  of  the  lease  the  Giants  have  the 
exclusive  right  during  baseball  games  to  sell  food  and  other  items,  broadcast  games, 
operate  restaurant  facilities,  occupy  office,  locker  room  and  limited  parking  space,  and 
to  sell  or  lease  certain  commercial  advertising  within  the  stadium.  Under  the  terms  of 
this  lease  agreement,  the  Giants  do  not  pay  the  City  any  concession  revenues.  Annual 
rental  for  use  of  the  Stadium  is  set  at  five  percent  of  paid  admissions  to  all  regularly 
scheduled  games,  with  a  minimum  annual  payment  of  $125,000.  Actual  rental  payments 
during  1979-80  were  $269,303.  In  addition,  the  City  received  $896  from  the  $0.50  per 
ticket  Stadium  Operator  Admissions  Tax  for  a  total  income  from  the  Giants  of 
$270,199.  Revenues  from  the  Admissions  Tax  are  low  because  at  present  all  tickets 
costing  $8.99  or  less,  as  do  most  Giants  tickets,  are  exempt  from  the  tax.  In  addition  the 
parking  lots  at  Candlestick  Park  are  managed  by  a  private  Corporation  which  pays  the 
City  72.746%  of  gross  parking  receipts  less  parking  tax  resulting  in  revenues  of  $335, i  70 
attributable  to  baseball  games.  Thus  total  baseball  related  revenues  in  FY  1979-80  were 
$605,369. 

The  Recreation  and  Park  Department's  figures  on  revenues  and  expenditures 
credited  to  Candlestick  Park  in  1979-80  indicate  that  the  Stadium  produced  a  $484,722 
surplus.  Further  inspection  of  these  figures,  however,  shows  that  this  apparent  surplus  is 
the  result  of  transferring  $1,289,610  in  Hotel  Tax  revenues  to  support  the  cost  of 
Candlestick  operations.  (At  the  time  of  the  Stadium  expansion  in  the  late  I960*s  the 
Board  of  Supervisors  agreed  to  give  Qk%  of  the  hotel  tax  revenues  for  support  of 
Candlestick  Park  so  that  the  stadium  would  not  require  General  fund  support.)  Revenues 
actually  generated  by  the  Stadium  itself,  through  rentals,  parking,  concessions  and 
admission  taxes,  totalled  $1,616,722  (99.5%  of  which  was  generated  by  the  Giants'  and 
49ers'  leases  and  related  parking  concessions)  as  opposed  to  operating  expenditures  of 
$2,421,610.   Thus  in  1979-80  Candlestick  actually  operated  at  an  $804,888  deficit.* 


An  operating  deficit  indicates  that  the  particular  activity's  operating  revenues  were 
not  sufficient  to  offset  its  operating  expenses.  Candlestick  Park's  budget  as  a  whole 
was  balanced  through  the  use  of  tax  support  to  offset  these  operating  deficits. 
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Given  the  operating  deficit  at  Candlestick  Park  we  believe  that  when  the  Giants' 
lease  is  next  renewed,  a  provision  should  be  added  for  a  percentage  of  concession 
revenues  to  accrue  to  the  City  as  is  the  case  with  the  49ers  lease.  We  estimate  that  this 
provision  would  result  in  increased  revenue  to  the  City  of  $750,000  annually  in  current 
dollars. 

Small  Athletic  Clubs 

The  Department  has  developed  a  policy  of  leasing  facilities  used  by  small  groups 
such  as  the  Golden  Gate  Rifle  and  Pistol  Association,  San  Francisco  Lawn  Bowling  Club, 
San  Francisco  Modei  Yacht  Club  and  Golden  Gate  Angling  and  Casting  Club  on  a  long- 
term  basis  in  return  for  10%  of  the  club's  gross  revenues.  The  idea  behind  this  policy  is 
to  encourage  and  provide  recreational  resources  that  the  City  cannot/does  not  provide  as 
part  of  its  organized  recreational  programs.  Although  such  lease  agreements  contain 
provisions  requiring  that  public  access  to  and  use  of  the  leased  facilities  be  allowed, 
there  is  no  assurance  that  the  public  relations  effort  put  forth  by  either  the  clubs  or  the 
Department  will  ensure  that  public  access  to  these  resources  is  being  maximized.  The 
small  club  leases  include  different  provisions  for  maintenance  responsibilities.  In  some 
cases  (e.g.  the  Golden  Gate  Rifle  and  Pistol  Association)  maintenance  is  the 
responsibility  of  the  lessee;  for  others  such  as  the  San  Francisco  Lawn  Bowling  Club,  the 
City  is  responsible  for  providing  labor  and  repairing  equipment.  In  1979  the  Department 
estimated  the  labor  cost  of  maintaining  the  lawn  bowling  greens  at  $57,000  annually. 
Since  these  small  club  facilities  are  geared  to  special  interest  groups,  it  seems  sensible 
that  the  groups  should  bear  the  cost  of  maintaining  their  facilities  in  much  the  same 
manner  that  other  special  interest  facilities  such  as  golf  courses  are  expected  to 
generate  sufficient  revenues  from  users  to  cover  the  cost  of  operations. 

CONCLUSION 

Although  the  Department  has  modified  leasing  policies  and  procedures  in 
recent  years,  we  found  several  major  leases  which  are  clearly  not  in  the  best 
interests  of  the  City.  When  these  leases  are  next  let  or  open  for  adjustment, 
modifications  could  result  in  increased  revenues  to  the  City  of  $1,027,450 
annually. 

RECOMMENDATIONS 

Lake  Merced  Boat  house.  When  this  lease  is  next  let  in  1982,  the  lessee  should 
assume  responsibility  for  the  operating  costs  of  the  facility  associated  with  patrol 
services  and  fish  restocking.  This  would  result  in  reduced  expenditures  by  the 
City  of  approximately  $26,000  annually. 

Gas  House  Cove  Chandlery.  When  this  lease  expires  in  1990  or  at  an  earlier 
adjustment  date  if  possible,  this  lease  should  be  amended  to  require  payment  of  a 
percentage  of  gross  fuel  sale  profits  in  addition  to  the  gallonage  charge.  This 
would  result  in  additional  revenues  to  the  City  of  $1,450  annually  based  on  5%  of 
the  estimated  gross  profits  from  fuel  sales  of  193,000  gallons. 

Saint  Francis  Yacht  Club  -  When  this  lease  expires  in  2014  or  at  an  earlier 
adjustment  date  if  possible,  terms  of  the  lease  should  be  renegotiated  to  provide  a 
rental  more  in  line  with  the  fair  market  value  of  the  property.  Based  on 
restaurant  leases  at  Fisherman's  Wharf  and  current  berth  rates,  we  estimate  a  fair 
annual  rental  of  approximately  $250,000. 
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restaurant  leases  at  Fisherman's  Wharf  and  current  berth  rates,  we  estimate  a  fair 
annual  rental  of  approximately  $250,000. 

San  Francisco  Giants  -  When  next  let  in  1993,  this  lease  should  include  provisions  for 
the  Giants  to  pay  the  City  a  percentage  of  concession  revenues.  This  modification 
would  result  in  additional  current  dollar  revenues  of  $750,000  annually. 

Union  Square  Garage  -  When  next  let  in  1983,  this 'lease  should  include  provisions  for 
revenues  from  rate  increases  due  to  policy  decisions  to  accrue  entirely  to  the  City. 

Small  Clubs  -  When  let,  these  leases  should  include  provisions  for  facility 
maintenance.  The  Department  should  undertake  a  public  relations  campaign  to  inform 
the  public  of  the  availability  of  these  resources.  If  the  Department  chooses  to 
continue  to  provide  maintenance  for  these  facilities,  the  related  costs  should  be 
identified  in  the  Department  Budget. 

SAVINGS/BENEFIT 

Increased    revenues    and   decreased   expenditures    totalling    $1,027,450   annually, 
realizable  when  existing  leases  are  open  for  renewal  or  adjustments. 

More  public  recreational  facilities. 
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THE  RECREATION  AND  PARK  COMMISSION  HAS 
NOT  DEVELOPED  REVENUE  OBJECTIVES  FOR 
EACH  CITY  GOLF  COURSE  AND  HAS  NOT 
IMPLEMENTED  CERTAIN  MEASURES  TO  REDUCE 
THE  OPERATING  DEFICIT  OF  THE  CITY'S  GOLF 
OPERATIONS.  IMPLEMENTATION      OF      SUCH 

MEASURES  SHOULD  PRODUCE  A  MINIMUM  OF 
$73,000  ANNUALLY  IN  ADDITIONAL  NET 
REVENUES  FROM  GOLF.  IN  ADDITION,  FUTURE 
INSTALLATIONS  OF  AUTOMATIC  IRRIGATION 
SYSTEMS  SHOULD  AVOID  THE  EXCESSIVE  COSTS 
OF  THE  NEW  HARDING/FLEMING  SYSTEM. 

The  Recreation  and  Park  Department  owns  and  operates  five  golf  courses: 
Fleming,  Golden  Gate,  Harding,  Lincoln  and  Sharp  Park.  Fleming  is  a  nine-hole  course 
contained  inside  the  Harding  18-hole  layout  at  Lake  Merced.  Golden  Gate  is  a  small 
pitch  and  putt  course  at  the  western  end  of  Golden  Gate  Park.  The  Lincoln  course 
surrounds  the  Palace  of  the  Legion  of  Honor,  and  Sharp  Park  is  in  Pacifica,  on  land 
deeded  to  the  City  for  recreational  use.  A  sixth  course,  McLaren  Park,  was  contracted 
out  to  a  private  operator  in  July,  1979.  Since  1978  the  Department  has  instituted  several 
measures  to  reduce  the  operating  deficit  of  the  City's  golf  courses.  It  has  reduced  the 
size  of  the  maintenance  crews,  raised  the  greens  fees  and  leased  out  the  McLaren  course 
which  operated  at  a  $62,380  deficit  in  1978-79.  The  1980-81  budget  appropriates 
£1,191,450  for  the  operation  and  maintenance  of  City  golf  courses,  a  reduction  of 
$12,124  from  1979-80  expenditures.  (These  figures  do  not  include  expenditures  for  CETA 
employees).   Estimated  golf  revenues  for  1980-81  are  $1,240,000. 

Even  with  these  cost  saving  measures,  the  golf  courses  operated  at  an  overall 
deficit  of  $95,326  during  1979-80  as  is  illustrated  by  the  following  table. 

Golf  Course  Statement* 
FY  1979-80 


Revenue 

Expe 

mditures** 

Surplus 

Greens 

(Deficit) 

Fees 
$181,537 

Concessions 
$10,952 

Maintenance 
$170,441 

Operations 
$52,177 

**** 

Lincoln 

($30,129  ) 

Harding/ 

Fleming 

515,901 

34,773 

247,035 

125,693 

177,946 

Golden  Gate 

52,571 

- 

77,997 

52,946 

(78,372  ) 

Sharp  Park 

316,908 

12,168 

181,490 

44,914 

102,672 

Subtotal 

$1,066,917 

$57,893 

$676,963 

$275,730 

$172,117 

Registration*** 

15,222 

15,222 

Overhead 

231,651 

51,014 

(282,665  ) 

Total 

iL082J39 

$    57,893 

5908,614 

5326,744 

($95,326   ) 

Excludes  revenues  and  expenditures  for  McLaren  Park. 

Includes  all  funding  sources,  including  CETA. 

City  residents  pay  $10  for  a  registration  card  which  entitles  them  to  reduced 

greens  fees  at  the  five  publicly-operated  courses. 
An  operating  deficit  indicates  that  an  activity's  revenues  were  not  sufficient  to 
offset  its  expenses.    The  Department's  budget  as  a  whole  is  balanced  through  the 
use  of  tax  support  to  offset  these  deficits. 
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REVENUES 

As  the  above  table  shows,  golf  course  revenues  come  from  two  sources,  greens 
fees  and  concessions.  Greens  fees  are  the  fees  paid  by  the  public  to  play  one  round  of 
golf.  At  present,  greens  fees  range  from  $9  for  a  non-resident  weekend  round  at  Harding 
to  $1.50  for  a  senior  round  on  weekdays  at  Fleming  and  Golden  Gate. 

The  number  of  rounds  of  play  at  the  City's  five  courses  in  1979-80  was  236,312,  a 
decline  of  15%  since  1977-78.  The  1979-80  greens  fees  revenues  of  $1,066,917,  however, 
represent  an  81%  increase  over  1977-78,  which  reflects  the  impact  of  the  substantial 
increase  in  greens  fees  enacted  in  1978.  In  terms  of  number  of  rounds  played  in  1979-80, 
the  most  popular  City  course  is  Harding  with  63,942  rounds,  followed  by  Fleming 
(59,223);  Sharp  Park  (55,295),  and  Lincoln  (33,444).  The  most  underutilized  course  is 
Golden  Gate  with  24,408  rounds,  or  a  daily  average  of  67  rounds. 

Department  personnel  state  that  some  golfers  are  playing  the  City's  courses  for 
free.  Given  the  layout  of  the  City's  courses,  it  is  possible  to  enter  a  course  without 
paying  the  greens  fee,  or  in  the  case  of  Harding,  to  switch  over  from  Fleming  where  the 
greens  fee  is  lower.  In  the  past  the  Department  has  employed  marshal  Is  to  patrol  the 
courses.   At  the  present,  however,  there  are  no  marshalls  at  the  City's  courses. 

Concession  revenue  is  generated  by  the  pro  shops  and  restaurants  and  bars  at  the 
clubhouse  facilities  at  the  various  courses.  Of  the  City's  golf  facilities  only 
Harding/Fleming  has  a  full-scale  restaurant  and  bar  concession.  At  Golden  Gate  the  food 
concession  is  limited  to  some  vending  machines  in  the  starter's  shack.  At  Lincoln  and 
Sharp  Park  the  clubhouse  kitchens  and  restaurants  are  not  being  used.  Instead  there  are 
only  some  vending  machines  in  the  Lincoln  clubhouse  and  a  small  sandwich  and  drink 
concession  at  Sharp  Park.  According  to  City  architects,  the  Lincoln  clubhouse  in  its 
current  condition  does  not  comply  with  City  building  codes.  The  modifications  necessary 
for  a  full  scale  restaurant  operation  include  upgrading  of  the  electrical  system  and 
installation  of  a  sprinkler  system,  floor  drains  and  dishwasher.  No  such  inspection  report 
is  available  for  Sharp  Park. 

The  leases  for  the  operation  of  the  pro  shops  at  Lincoln  and  Harding  have  been 
awarded  to  the  same  private  operator.  The  Sharp  Park  pro  shop  is  run  by  a  separate 
concessionaire.  The  pro  shop  lease  at  Lincoln  expired  in  February,  1977,  and  the  lease  at 
Harding  has  yet  to  be  approved.  In  both  cases  the  pro  shops  have  operated  on  a  month- 
to-month  leases.  While  the  Department  and  lessee  have  attempted  to  negotiate  a 
termination  clause  that  the  City  could  invoke  should  it  decide  to  lease  out  the  entire 
operation  of  the  course. 

Expenditures  -  Maintenance 

Maintenance  activities  account  for  75  percent  of  expenditures  on  the  City's  golf 
courses.  The  remaining  costs  are  related  to  the  need  to  have  starters  at  each  course  to 
collect  greens  fees,  take  reservations  and  assign  golfers  their  starting  time.  At  each  of 
the  City-operated  courses  except  Sharp  Park  the  Department  assigns  2.8  starters  to 
collect  greens  fees  and  assign  golfers  their  starting  times.  (The  Department  assigns  only 
1.4  starter  positions  to  Golden  Gate  from  October  to  April.)  At  Sharp  Park  the  starter 
function  has  been  leased  to  the  pro  shop.  Under  this  arrangement  the  City  pays  the  pro 
shop  concessionaire  a  monthly  fee  of  $1,000  as  opposed  to  employing  2.8  starters  at  an 
approximate  monthly  cost  of  $4,340.  This  lease  with  the  pro  shop  is  on  a  month-to- 
month  basis  and  began  at  the  time  of  a  Department  initiated  criminal  investigation  of 
embezzlement  of  the  greens  fees  by  the  Department's  starters  assigned  to  Sharp  Park. 
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Maintenance  of  the  golf  courses  is  presently  performed  under  the  direction  of  the 
Assistant  Director,  Golf  Course  Maintenance  and  3  Park  Section  Supervisors.  Deployed 
among  the  various  courses  are  22  gardeners  and  assistant  gardeners,  3  truck  drivers  and  3 
janitors  for  a  total  of  32  personnel  in  the  Golf  maintenance  function.  In  addition, 
plumbing,  tree  topping  and  facilities  maintenance  are  provided  by  other  park 
maintenance  divisions  of  the  Department. 

Expenditures  -  Irrigation 

The  Recreation  and  Park  Department  included  $1.6  million  in  their  1977  bond  fund 
request  for  irrigation  of  golf  courses.   These  funds  were  to  be  expended  as  follows: 

Harding/Fleming  $  800,000 

Lincoln  100,000 

Sharp  Park  600,000 

Golden  Gate  and  McLaren  Park  1 00,000 

$1,600,000 

As  this  allocation  indicates,  the  most  antiquated  irrigation  systems  were  at  Sharp 
Park  and  Harding/Fleming.  According  to  records  of  the  Department  of  Public  Works 
(DPW)  $1,339,250,  or  84%  of  these  bond  funds,  has  now  been  spent  on  Harding/Fleming 
for  a  completely  automatic  system.  Before  this  system  was  installed,  watering  the 
Harding/Fleming  courses  required  approximately  4.5  gardener  positions  to  move  hoses 
and  sprinkler  heads.  Irrigation  is  now  fully  automatic;  however,  approximately  I  full  time 
equivalent  position  is  necessary  to  maintain  the  system.  Meanwhile,  irrigation  at  Sharp 
Park  is  still  being  done  with  an  antiquated  system  that  requires  approximately  2.4 
gardener  positions  to  water  the  course.  In  addition,  the  water  pressure  in  the  Sharp  Park 
system  is  not  sufficient  to  allow  the  entire  course  to  be  watered  at  night.  As  a  result, 
watering  must  be  done  during  the  day,  creating  some  inconvenience  for  golfers. 

The  design  specifications  of  the  Harding/Fleming  irrigation  system  were 
developed  jointly  by  DPW  and  the  Recreation  and  Park  Department.  In  order  to  review 
the  design  of  this  system,  the  Budget  Analyst  interviewed  DPW  and  Recreation  and  Park 
personnel,  as  well  as  experts  in  the  design  and  installation  of  golf  course  irrigation 
systems.  Based  on  this  review  we  found  that  the  high  cost  of  the  Harding/Fleming 
system  may  be  attributed  to  the  following  characteristics:  unnecessary  pipes  and 
nonstandard  valves,  expensive  electrical  design,  expensive  conduits,  and  excessive  testing 
requirements.  Our  review  found  that  there  are  no  special  characteristics  of  the 
Harding/Fleming  complex  that  would  warrant  such  an  expensive  irrigation  system.  In 
fact,  the  softer  soil  content  of  the  courses,  and  their  separation  from  residential 
subdivisions  meant  that  certain  instafiation  costs  should  have  been  lower  than  they  would 
be  at  other  courses.  Discussions  with  golf  course  operators  and  construction  managers  in 
northern  California  revealed  that  fully  automatic  systems  for  courses  of  the  same  size 
were  installed  during  the  same  period  for  $550,000  to  $850,000,  or  approximately 
$790,000  to  $490,000  less  than  the  Harding/Fleming  system. 

The  manual  system  that  existed  at  Harding/Fleming  prior  to  the  installation  of  the 
new  fuFly  automatic  system  was  old  and  in  need  of  replacement.  Based  on  discussions 
with  irrigation  system  contractors,  the  Budget  Analyst  estimates  that  the  replacement 
cost  for  a  new  manual  system  would  have  been  approximately  $550,000.  Such  a  system 
would  have  required  approximately  3  persons  to  perform  the  watering.  If  the 
Department  had  installed  a  fully  automatic  system  that  was  comparable  to  others 
installed  at  that  time,  the  cost  of  such  a  system  would  have  been  approximately 
$800,000.  The  differential  in  cost  between  these  automatic  and  manual  systems  would 
have  been  approximately  $250,000.  The  expenditure  of  an  additional  $250,000  would 
have  been  cost  effective  based  on  an  estimated  twenty-year  life  of  the  system  and  the 
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elimination  of  two  gardening  positions  costing  $50,761  annually.  However,  the  automatic 
system  actually  built  at  Harding/Fleming  cost  an  additional  $780,000  more  than  an 
updated  manual  system  yet  resulted  in  only  equivalent  personnel  savings,  thus  the 
additional  expenditure  was  not  justified.* 

CONTRACTING  OUT  OF  COURSES 

The  contracting  out  of  the  City's  golf  courses  has  been  proposed  as  a  means  of 
assuring  that  these  courses  produce  net  revenue  for  the  City.  The  City  already  has 
experience  in  contracting  out  golf  courses.  The  Recreation  and  Park  Department 
contracted  out  McLaren  Park  Golf  Course  first  on  a  month  to  month  basis  in  July,  1979 
and  then  on  a  long  term  basis  in  March,  1980.  According  to  the  terms  of  the  lease,  the 
City  receives  a  minimum  of  $3,000  per  year  prior  to  the  construction  and  opening  of  a 
driving  range  and  golf  shop,  and  $18,000  per  year  upon  completion  of  those  facilities,  or  a 
percentage  of  gross  revenue,  whichever  is  greater.  These  percentages  range  from  5%  of 
golf  shop  sales  to  10%  of  driving  range  revenues.  The  Department  has  projected  potential 
annual  revenues  to  the  City  from  this  lease  at  $112,800.  The  operation  of  this  nine  hole 
course  by  the  City  had  resulted  in  a  net  loss  to  the  City  of  $62,380  in  fiscal  year  1978-79; 
thus,  the  leasing  of  this  course  has  resulted  in  a  net  financial  benefit  to  the  City  of  at 
least  $65,380  annuaFly:  the  $3,000  rental  plus  the  elimination  of  the  $62,380  operating 
deficit.  In  addition  to  the  payment  of  rentals  to  the  City,  the  lessee  has  agreed  to  spend 
a  minimum  of  $85,000  for  improvements  to  the  golf  course  facility  and  $215,000  for 
development  of  a  driving  range. 

In  addition  to  the  five  golf  courses  operated  by  the  Recreation  and  Park 
Department,  the  City's  Water  Department  owns  two  golf  courses  in  Crystal  Springs  and 
Sunol.  These  courses  have  been  contracted  out  to  private  operators  for  many  years  Gnd 
resulted  in  net  rental  revenues  of  $88,337  and  $106,695  respectively  to  the  City  in  1979- 
80. 

The  Department  has  not  solicited  bids  for  contracting  out  any  of  its  remaining 
five  courses.  Therefore  it  is  not  possible  to  compare  the  potential  rental  payments  from 
bidders  with  the  current  operating  surpluses  or  deficits  at  any  of  these  courses.  The 
failure  of  the  Recreation  and  Park  Commission  to  reach  a  decision  on  the  contracting  out 
of  golf  courses  is  costing  the  City  money  in  two  respects.  First,  by  not  leasing  out 
courses  which  are  operating  at  a  deficit,  the  City  is  foregoing  an  opportunity  to  earn  at 
least  a  minimum  rent  for  these  courses.  Second,  the  Department  has  postponed  the 
approval  or  renewal  of  any  new  concession  leases  at  the  City's  golf  courses  pending 
resolution  of  this  question  of  leasing  out  golf  operations  entirely.  It  is  not  clear  that  the 
City  must  forego  additional  concession  revenue  in  order  to  preserve  the  option  of  leasing 
out  its  golf  courses.  The  City  Attorney  has  indicated  that  the  Department  can  award 
new  concession  leases  without  forfeiting  its  option  to  lease  out  the  course  entirely. 
First,  a  lease  can  include  a  canceFTation  clause  that  gives  the  City  the  right  to  cancel  the 
lease  before  it  expires.  Second,  any  lease  with  a  third  party  for  operation  of  the  entire 
course  would  be  made  subject  to  other  Teases  for  the  pro  shop  or  restaurant;  the  third 
party  would  simply  assume  the  City's  role  as  lessor. 


*  While  page  8  of  the  Department's  response  explains  some  of  the  possible  reasons  for 
the  excessive  costs  of  this  system,  the  Department  has  not  addressed  the  propriety  of 
having  awarded  a  contract  for  a  system  without  having  performed  a  cost/benefit 
analysis  to  ascertain  their  maximum  acceptable  cost. 
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One  of  the  reasons  advanced  for  not  contracting  out  the  City  golf  courses  is  that 
City  operation  assures  the  public  that  current  greens  fee  policies  will  be  continued.  At 
the  present  time,  the  City  allows  residents  and  seniors  to  play  the  City  courses  at  a 
discount.  Opponents  to  the  contracting  of  golf  courses  have  claimed  that  leasing  might 
lead  to  the  abolition  of  these  discounts.  It  is  possible,  however,  to  contract  out  courses 
without  relinquishing  total  control  over  greens  fees  by  including  lease  provisions  that 
require  greens  fees  to  remain  competitive  with  comparable  courses.  The  East  Bay 
Regional  Park  District  has  contracted  out  two  courses  (Tilden  Park  and  Willow  Park). 
The  District's  leases  require  greens  fees  to  be  competitive  with  nine  comparable  public 
courses,  and  include  a  cancellation  clause  if  rounds  of  play  drop  below  a  specified  level 
for  two  consecutive  years. 

CONCLUSIONS 

The  Recreation  and  Park  Commission  has  not  developed  a  definite  policy  on 
the  contracting  out  of  individual  golf  courses.  Instead,  it  is  our  understanding  that 
the  Commission's  policy  is  to  consider  contracting  only  to  the  extent  necessary  to 
keep  the  department's  Golf  Division  from  operating  at  a  deficit.  The  Recreation 
and  Park  Commission  has  not  implemented  measures  that  would  reduce  operating 
costs  and  increase  revenues  at  the  courses.  Finally,  the  Recreation  and  Park 
Commission  expended  excessive  funds  for  the  automatic  irrigation  system  at  the 
Harding/Fleming  courses. 

RECOMMENDATION 

The  Recreation  and  Park  Commission  should  establish  a  contracting  policy 
that  begins  with  a  revenue  objective  for  each  golf  course.  Two  of  the  City's  five 
courses  are  currently  operating  at  a  deficit.  Even  for  those  three  courses  that  are 
producing  a  surplus,  the  City  may  be  able  to  earn  higher  net  revenue  by  leasing 
them  to  a  private  operator.  Thus,  a  proper  objective  for  a  specific  course  may  be 
to  net  a  minimum  of  5%  of  gross  revenues  to  support  other  departmental 
operations.  If  a  course  fails  to  meet  the  Department's  objectives  in  two 
consecutive  years  the  Department  would  invite  and  evaluate  bids  for  contracting 
out  that  course.  Thus,  the  Department  will  have  an  alternative  if  implementation 
of  the  following  recommendations  fail  to  meet  the  Department's  policy  objectives 
for  the  City's  golf  courses. 

Starters 

The  starter  function  at  Lincoln  and  Harding/Fleming  should  be  leased  out 
to  the  pro  shop  as  has  been  done  at  Sharp  Park.  Under  this  arrangement  the  pro 
shop  employees  are  responsible  for  taking  reservations,  collecting  greens  fees  and 
assigning  golfers  their  starting  times.  The  starter  responsibilities  for  the  Fleming 
course  could  be  assigned  to  pro  shop  personnel  at  the  driving  range.  Golfers  who 
wish  to  play  at  Fleming  have  to  pass  right  by  the  driving  range  shed.  With  some 
slight  modifications  the  starter  shack  for  Fleming  could  be  combined  with  the 
driving  range  facilities. 

Implementation  of  this  recommendation  would  require  some  modifications 
of  the  lease  that  has  been  proposed  for  the  golf  pro  at  Harding.  However,  since 
that  lease  has  never  been  finally  approved,  the  drafting  of  some  new  provisions  for 
the  performance  of  the  starter  functions  and  the  relocation  of  the  Fleming 
starters  shack  should  not  present  any  serious  problems.  The  current  lease  already 
commits  the  pro  to  perform  some  structural  improvements  to  the  driving  range 
and  other  facilities. 
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Change  the  year-round  allocation  of  starter  positions  at  Golden  Gate  to  one 
full-time  shift  per  day  plus  two  hours  of  relief  duty  from  a  floating 
starter/marshall. 

Concessions 

The  Department  should  solicit  bids  for  a  restaurant  concession  at  the 
Lincoln  and  Sharp  Park  clubhouses.  The  requests  for  proposal  should  require  that 
each  bidder  provide  specific  plans  for  improvements  of  the  clubhouses  and  the 
lease  agreements  should  be  written  to  insure  that  the  facilities  are  properly 
improved. 

Advertising 

The  Department  should  implement  a  more  aggressive  advertising  campaign 
to  increase  play  at  Lincoln,  particularly  for  tourists.  In  addition,  the  Department 
should  install  signs  at  various  points  in  Golden  Gate  Park  indicating  the  direction 
to  the  course  and  advertising  the  availability  of  rental  clubs.  Many  tourists,  as 
well  as  residents  of  San  Francisco,  are  unaware  of  the  existence  of  a  pitch  and 
putt  golf  course  in  Golden  Gate  Park. 

Marshalls 

The  Department  should  hire  marshalls  on  a  temporary  basis  and  allocate 
them  to  the  City's  courses  as  follows:  Sharp  Park,  one  position,  Harding/Fleming, 
one  position,  and  1.6  positions  for  Lincoln  and  Golden  Gate. 

The  use  of  temporary  personnel  for  marshalls  would  allow  the  Department 
to  evaluate  the  effectiveness  of  reinstating  the  marshal  I  function  without  creating 
permanent  positions  that  may  not  be  needed  if  any  of  the  remaining  City  operated 
courses  are  leased. 

SAVINGS/BENEFITS 


Lincoln 


Contracting  out  the  starters  function  to  the  golf  pro  would  produce  net 
savings  of  approximately  $30,000  annually.  Implementation  of  this 
recommendation  would  eliminate  the  need  for  the  2.8  starter  positions 
currently  assigned  to  the  Lincoln  course.  The  projected  cost  of  these 
positions  in  1980-81  is  approximately  $48,000.  The  cost  of  paying  the  golf 
pro  to  do  the  same  function  would  be  approximately  $18,000. 

Assigning  1.6  temporary  marshalls  to  Lincoln  would  cost  approximately 
$22,500.  The  presence  of  these  marshalls  will  deter  golfers  from  trying  to 
play  for  free  and  should  lead  to  some  increase  in  greens  fee  revenues. 

Awarding  a  concession  lease  for  the  restaurant  at  the  Lincoln  clubhouse 
would  produce  additional  revenues  of  approximately  $5,000  annually. 
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THE  MARINA  YACHT  HARBOR  IS  NOT 
PRODUCING  REVENUE  AT  ITS  FULL 
POTENTIAL  BECAUSE  BERTHING  RATES 
ARE  BELOW  THOSE  CHARGED  BY  MOST 
OTHER  MARINAS  IN  THE  BAY  AREA  AND 
PUBLIC  PARKING  IS  NOT  METERED. 
INCREASING  BERTHING  RATES  TO  THE 
BAY  AREA  AVERAGE  WOULD  RESULT  IN 
ESTIMATED  INCREASED  REVENUES  OF 
$400,000  ANNUALLY  AND  THE 
INSTALLATION  OF  PARKING  METERS 
WOULD  PROVIDE  AN  ADDITIONAL 
$200,000  BEGINNING  IN  THE  SECOND 
YEAR. 


Marina  Yacht  Harbor 


The  San  Francisco  Marina  Yacht  Harbor  (MYH)  is  located  in  the  Marina  District 
and  is  the  only  municipal  small  craft  harbor  in  the  City.  There  are  two  harbors,  West 
Harbor  and  Gas  House  Cove,  that  together  provide  721  permanent  rental  berths  and  23 
transient  berths.  Besides  the  public  marinas,  the  MYH  property  also  includes  the  St. 
Francis  Yacht  Club,  the  Golden  Gate  Yacht  Club,  the  Gas  House  Cove  Chandlery  and  the 
Marina  Green  recreation  area.  The  private  boating  facilities  lease  their  locations  from 
the  Recreation  and  Park  Department.  These  leases  produced  revenues  for  the  MYH 
Special  Fund  of  $39,605  in  fiscal  year  1979-80.  (For  a  discussion  of  these  leases  see  the 
section  on  Department  leases). 

Berth  rentals  for  1979-80  produced  $551,186  in  revenues.  Berth  accomodations 
are  for  boats  from  20  feet  to  100  feet  long,  and  rent  for  $2.00  per  foot  for  boats  up  to  39 
feet  long,  and  $2.50  per  foot  for  boats  40  feet  and  over  in  length.  These  rates  have  been 
in  effect  since  July  I,  1980.  The  MYH  also  provides  boat  owners  with  off-street  parking 
at  no  cost,  sewage  pumping  at  $2.50  each  pumping,  and  bilge  pumping  at  $40.00  an  hour. 

A  comparison  of  berth  rates  for  other  Bay  Area  marinas  indicates  the  MYH  berth 
rates  are  substantially  lower  than  those  at  privately  operated  marinas  in  the  Central  Bay 
area  (Alameda,  San  Francisco,  Marin  and  northern  San  Mateo  counties).  Although  the 
MYH  berth  rates  are  comparable  to  those  at  other  municipally  operated  marinas,  the 
average  monthly  rent  for  a  foot  of  berth  space  at  the  14  municipal  and  privately 
operated  marinas  surveyed  by  the  Budget  Analyst  is  currently  $3.57,  as  compared  to  the 
MYH  rental  of  $2.00-$2.50  per  berth  foot.  Although  at  the  present  the  MYH  lacks  some 
of  the  amenities  offered  by  private  marinas  such  as  private  restrooms  and  showers,  its 
physical  location  is  the  one  of  the  best  in  the  Bay  Area.  Furthermore,  the  installation  of 
private  restrooms  and  showers  is  part  of  the  current  MYH  capital  improvements  plan. 
The  lengthy  waiting  lists  at  the  MYH  and  other  Bay  Area  marinas  suggests  that  the 
demand  for  boat  berths  exceeds  the  current  supply,  and  that  an  increase  in  berth  rates  at 
the  MYH  would  not  lead  to  any  signficant  vacancy  rate. 

The  MYH  is  adjacent  to  Fort  Mason  and  Crissy  Field,  both  recreational  facilities 
of  the  Golden  Gate  National  Recreation  Area  (GGNRA).  These  facilities,  Fort  Mason  in 
particular,  have  programs  that  draw  large  numbers  of  people  to  the  Marina  area.  The 
public  parking  areas  for  these  facilities  are  not  adequate  for  the  automobile  traffic  they 
attract.  The  Budget  Analyst  has  observed  many  visitors  to  the  GGNRA  using  the  1,257 
space  MYH  parking  lot  which  is  owned  by  the  Recreation  and  Park  Department. 
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According  to  the  terms  of  the  bond  covenants  on  the  bonds  outstanding  for 
construction  and  improvements  to  the  Yacht  Harbor,  revenue  produced  by  the  Yacht 
Harbor  may  be  used  solely  for  its  operation  and  maintenance.  There  are  two  loans 
currently  outstanding  for  improvements  to  the  Yacht  Harbor.  Approximately  $1,000,000 
remains  to  be  repaid  in  these  loans  from  the  state.  The  debt  service  on  these  loans  is 
paid  out  of  the  Yacht  Harbor  Fund.  According  to  the  Controller,  the  City  is  given 
authority  to  make  advance  payments  on  all  or  part  of  these  loans  at  any  time.  Thus  any 
additional  revenue  above  that  required  for  maintenance  and  operation  that  would  be 
produced  by  raising  berthing  rates  and  installing  parking  meters  could  be  used  to  retire 
these  bonds  ahead  of  schedule.  This  would  accomplish  two  purposes:  first,  it  would 
reduce  the  interest  payments  paid  by  the  City  to  retire  that  debt,  and  second,  it  would 
shorten  the  time  before  revenues  produced  by  the  Yacht  Harbor  could  be  used  to  support 
other  Department  expenses.  According  to  the  City  Attorney's  Office,  there  may  be 
further  restrictions  on  the  use  of  income  generated  by  MYH.  Because  this  facility  is  on 
tidelands  property  conveyed  in  trust  to  the  City  from  the  State,  use  of  income  from  MYH 
may  be  restricted  to  support  of  aquatic  and  recreational  use  of  tideland  property. 
However,  this  question  remains  to  be  resolved. 

CONCLUSION 

The  Yacht  Harbor  is  not  producing  revenue  at  its  full  potential.  First, 
berthing  rates  are  below  those  charged  by  most  other  marinas  in  the  Bay  Area. 
Second,  Yacht  Harbor  property  provides  free  parking  for  visitors  to  the  Marina, 
Fort  Mason  and  the  Palace  of  Fine  Arts.  Irrespective  of  how  the  increased 
revenues  are  utilized,  berth  rates  should  be  increased  and  parking  meters 
installed. 

RECOMMENDATIONS 

The  Department  should  raise  berthing  charges  to  a  level  comparable  with 
rates  at  other  Bay  Area  marinas. 

The  Department  should  install  parking  meters  in  the  parking  area  at  the 
MYH.  Parking  would  be  free  for  boat  owners  who  already  have  stickers  on 
their  cars  identifying  them  as  berth  renters. 

SAVINGS/BENEFIT 

Raising  the  berthing  charges  from  $2.00  per  berth  foot  for  boats  under  35 
feet,  and  $2.50  for  boats  40  feet  and  over  in  length,  to  a  uniform  rate  of  $3.50  per 
berth  foot  would  increase  annual  Yacht  Harbor  revenues  by  approximately 
$400,000. 

The  installation  of  1,257  parking  meters  at  the  Yacht  Harbor  will  produce 
an  estimated  $200,000  in  additional  gross  annual  revenue  to  the  Recreation  and 
Park  Department  after  allowing  for  free  parking  for  berth  renters.  The 
Department  of  Electricity's  maximum  estimate  of  one-time  installation  costs  is 
$237,480,  thus  these  parking  meters  could  be  expected  to  recapture  their 
installation  costs  in  the  second  year  of  operation. 

These  additional  Yacht  Harbor  revenues  beyond  what  is  required  for 
operation  and  maintenance  of  the  Yacht  Harbor  could  be  used  for  early  repayment 
of  the  bonds  outstanding  for  construction  and  improvements  to  the  Yacht 
Harbor.  When  these  bonds  are  paid  off  this  additional  MYH  revenue  could  be  used 
for  the  support  of  other  departmental  activities. 
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BY  INSTALLING  COIN-OPERATED  TURNSTILES 
AND  CHARGING  A  50<i  ADMISSION  FEE  AT  THE 
CONSERVATORY  OF  FLOWERS,  THE  DEPARTMENT 
COULD  GENERATE  $120,000  ANNUALLY  TO 
OFFSET  THE  COST  OF  OPERATING  THE  FACILITY. 

The  Conservatory  of  Flowers  in  Golden  Gate  Park  is  a  large  wood-framed,  glass- 
walled  greenhouse  which  consists  of  a  tall  double-domed  central  building  and  two  long, 
low  profile  wings.  The  Conservatory  building  is  considered  one  of  the  finest  examples  of 
Victorian  architecture  in  the  Bay  Area  and  has  been  designated  a  local,  state  and 
national  historic  landmark.  At  present,  the  Conservatory  is  used  for  display  of  a 
permanent  collection  of  domestic  and  tropical  exotic  plants  and  a  seasonal  display  of 
domestic  flowering  plants.  The  Recreation  and  Park  Department  has  recently  received  a 
$220,500  federal  grant  to  rehabilitate  the  East  and  West  wings  of  the  Conservatory.  The 
Board  of  Supervisors  has  approved  the  required  $94,500  local  match  from  the  Concession 
Fund.  The  Department  has  previously  spent  $375,000  in  State  Park  bond  funds  plus 
$125,000  in  local  funds  on  restoration  of  the  Central  section  of  the  building.  The 
Department  of  Public  Works  has  estimated  that  the  rehabilitation  of  the  East  and  West 
wings  will  be  completed  in  late  1981. 

The  estimated  FY  1980-81  Conservatory  budget  is  $148,572  of  which 
approximately  91%  ($135,637)  is  for  personnel  costs.  In  our  review  of  the  Conservatory's 
propagation  and  display  functions  we  found  that  although  the  majority  of  the 
Conservatory's  display  area  is  devoted  to  the  permanent  collection,  the  majority  of  its 
resources  go  to  development  of  the  flowering  display.  The  flowering  display  requires  the 
utilization  of  4  out  of  5  greenhouses  and  the  one  lath  house  to  fill  approximately  one- 
twelfth  of  the  display  area.  Based  on  interviews  with  Conservatory  staff,  the  Budget 
Analyst  estimates  that  60%  of  the  labor  cost  is  associated  with  maintaining  the  seasonal 
displays. 

There  is  no  admission  charge  to  the  Conservatory  to  help  offset  the  high  costs  of 
the  flowering  display  even  though  the  display  attracts  a  large  number  of  visitors. 
Because  of  the  design  of  the  Conservatory  it  is  possible  to  locate  two  coin-operated 
turnstiles  in  one  entrance  to  limit  access  to  the  building.  Although  we  cannot  anticipate 
the  effect  of  imposing  a  fee  on  tour  attendance,  we  estimate  that  after  renovations  are 
completed  annual  revenues  of  approximately  $120,000  wuld  result  from  a  50£  entrance 
fee  based  on  the  Department's  estimates  of  tour  bus  generated  attendance  at  the 
Conservatory.  The  cost  of  purchase  and  installation  of  two  coin  operated  turnstiles  at 
the  Conservatory  has  been  estimated  at  $2,800  thus  total  recovery  of  costs  of 
installation  would  be  made  in  the  first  month  of  operation.  A  bell  could  be  installed  to 
summon  staff  to  allow  handicapped  or  other  persons  who  could  not  normally  pass  through 
a  gate  to  enter  the  facility. 

CONCLUSION 

When  rehabilitation  of  the  Conservatory  is  completed,  introduction  of  a  50<£ 
admission  charge  collected  by  coin  operated  turnstile  would  generate  substantial 
revenues  to  offset  the  cost  of  this  facility 

RECOMMENDATION 

That  the  Recreation  and  Park  Department  solicit  bids  for  and  install  two 
coin-operated  turnstiles  at  the  Conservatory  of  Flowers  as  part  of  the 
rehabilitation  program. 

SAVINGS/BENEFITS 

Based  on  current  attendance  figures,  the  turnstiles  would  generate 
$120,000  in  revenue  annually. 
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BY  ELIMINATING  THE  STADIUM 
MANAGER  POSITION  THE  DEPARTMENT 
COULD  SAVE  $33,624  ANNUALLY. 

The  Recreation  and  Park  Department  is  responsible  for  the  maintenance  and 
operation  of  three  municipal  stadiums,  Candlestick  Park,  Kezar  and  Balboa.  A  special 
position,  Stadium  Manager,  was  created  to  oversee  the  management  of  these  three 
facilities.  The  present  Stadium  Manager  estimates  that  approximately  1/3  of  his  time  is 
spent  at  each  of  the  three  facilities. 

Candlestick  was  converted  to  a  dual-use  stadium  in  1973.  Since  that  time  the 
Stadium's  major  tenants  have  been  the  San  Francisco  Giants  and  the  49ers.  The  Stadium 
is  used  only  approximately  23%  of  the  year  or  84  days. 

Balboa  Park  Stadium  is  presently  used  only  for  soccer,  with  the  San  Francisco 
Soccer  Football  League  and  the  Latin-American  Soccer  League  being  the  major  users. 

Kezar  Stadium  was  formerly  used  for  professional  football  and  as  an  athletic  field 
by  Polytechnic  High  School.  Since  the  closing  of  the  high  school  and  the  move  by  the 
49ers  to  Candlestick  Park,  there  has  been  minimal  use  of  the  stadium.  About  thirty 
events  are  held  annually,  consisting  mainly  of  football  games  played  by  non-public  high 
school,  junior  high  school,  CYO  and  PAL  teams.  Kezar  Pavilion  adjoins  the  stadium  and  is 
used  250  to  300  days  annually,  primarily  for  high  school  basketball.  Roller  derby  and 
volleyball  teams  also  rent  the  facilities  for  $10  per  hour. 

The  Stadium  Manager's  position  has  evolved  in  such  a  way  that  at  present  his 
primary  responsibilities  at  the  three  stadiums  are: 

supervising  a  mobile  crew  of  5  temporary  janitors  responsible  for  cleaning 
the  three  stadiums. 

supervising  I  janitor  and  3  park  patrolmen  assigned  to  Candlestick  Park  on  a 
full-time  basis. 

supervising  I  custodian  assigned  3  days  a  week  at  Balboa. 

supervising  I  full-time  groundskeeper  and  I  full-time  custodian  at  Kezar. 

processing  contracts  for  renting  Kezar  and  Balboa  stadiums  (since  these  are 
generally  long-term  repeat  renters,  this  process  is  fairly  standardized). 

The  Stadium  Manager  has  assumed  no  responsibility  for  public  relations/publicity 
at  any  of  the  three  facilities,  nor  is  he  responsible  for  grounds  or  structural  maintenance 
at  either  Candlestick  or  Balboa. 

The  duties  of  the  Stadium  Manager  as  enumerated  above  can  be  assumed  by 
existing  personnel.  With  the  exception  of  the  custodians  supervised  by  the  Stadium 
Manager,  all  Recreation  and  Park  Department  custodians  report  to  the  Area  Supervisor 
from  District  Parks  and  Squares  or  Golden  Gate  Park  who  is  responsible  for  the  grounds 
maintenance  of  the  facility  or  facilities  to  which  the  janitor  is  assigned.  Since  District 
Parks  and  Squares  already  has  grounds  crews  assigned  to  Candlestick  and  Balboa 
Stadiums,    these    supervisors    could    also    assume    responsibility    for    supervising    the 
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custodians  assigned  to  these  specific  grounds.  Since  Kezar  stadium  is  located  in  Golden 
Gate  Park,  the  area  supervisor  assigned  responsibility  for  the  area  of  the  park  in  closest 
proximity  could  supervise  the  custodian  and  groundskeeper  assigned  to  Kezar.  The  five 
temporary  custodians  who  provide  as  needed  care  to  the  three  stadiums  could  be  assigned 
to  the  City-wide  mobile  janitorial  crew  which  is  also  under  the  supervision  of  District 
Parks  and  Squares.  This  would  insure  full  utilization  of  these  5  custodians  while 
increasing  the  size  of  the  crew  available  to  perform  custodial  work  on  a  City-wide 
basis.  The  Structural  Maintenance  Division  of  the  Department  provides  a  24-hour  crew 
of  stationery  engineers  at  Candlestick;  transferring  supervision  of  the  park  patrolmen  to 
the  Senior  Stationery  Engineer  would  assure  their  effective  supervision  and  utilization 
around  the  clock. 

The  remaining  responsibilities  of  this  position  involve  processing  contracts  for 
renting  Kezar  and  Balboa  stadiums.  This  is  a  farily  standardized  process  that  could  be 
transferred  to  the  Recreation  and  Park  Department  Central  Office  which  already  handles 
reservations  and  permits  for  the  parking  lots  at  Candlestick  and  Kezar  and  most  other 
Department  facilities. 

The  current  Stadium  Manager  does  not  do  any  public  relations  work  to  increase 
use  of  the  City's  stadiums.  At  the  present  these  three  stadiums  are  underutilized  and 
there  is  no  active  publicity  program  to  attract  additional  rental  income.  The  City  has 
recently  hired  the  firm  of  FMI  to  promote  and  manage  the  City's  convention  facilities. 
One  option  for  the  City  would  be  to  modify  the  contract  with  FMI  to  provide  for  the 
promotion  of  the  City's  stadiums  as  well  as  convention  facilities.  The  additional  cost  to 
the  City  of  such  a  modification  cannot  be  estimated  at  present,  in  part  because  the 
stadium  facilities  are  outside  the  administrative  control  of  the  Chief  Administrative 
Officer  who  is  responsible  for  the  City's  convention  facilities.  Thus,  contracting  for 
promotion  of  the  City's  stadiums  might  require  a  separate  agreement  between  the 
Recreation  and  Park  Department  and  FMI. 

CONCLUSION 

The  Stadium  Manager's  duties  are  not  those  of  a  full  time  position  and 
could  be  transferred  to  existing  staff  or  contractors  performing  similar  duties  at 
other  facilities  at  no  additional  cost. 

RECOMMENDATION 

Eliminate  the  Stadium  Manager's  position. 

Assign  supervisory  responsibilities  for  janitors  and  groundskeepers  to  existing 
supervisory  personnel  as  outlined  above. 

Assign  responsibility  for  promotion  of  the  City's  stadiums.   One  alternative 
could  be  the  City's  convention  facilities  managers. 

Assign  reservations  responsibility  to  the  Department's  Central  Office. 

SAVINGS/BENEFIT 

Annual  savings  of  $33,624  from  elimination  of  the  stadium  manager  position. 
Potential  increased  utilization  of  and  revenue  from  the  three  stadiums. 
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CERTAIN  PURCHASING,  PAYROLL  AND 
ACCOUNTING  ACTIVITIES  ASSIGNED  TO 
THE  RECREATION  AND  PARK 

DEPARTMENTS  BUSINESS  OFFICE  ARE 
INEFFICIENT  AND  REDUNDANT. 

ELIMINATING  THESE  ACTIVITIES  WOULD 
SAVE  $143,810  PER  YEAR  BY  DELETING 
EIGHT  POSITIONS  AND  INCREASE  THE 
EFFICIENCY  OF  THE  DEPARTMENT'S 
INFORMATION  AND  CONTROL  SYSTEMS. 

The  Business  Office  has  responsibility  for  maintaining  the  payroll,  personnel, 
public  relations,  claims,  steno  pool,  accounting,  concessions,  purchasing  and  stadium 
operations  functions  of  the  Recreation  and  Park  Department.  The  following  table  shows 
the  number  of  employees  who  are  under  the  responsibility  of  the  Business  Manager. 

Division  Employees 

Business  Office  Administration  (including 

Business  Manager)  3 

Payroll  and  Personnel  7 

Concessions  2 

Accounting  7 

Steno  Pool  -  Claims  5 

Purchasing  5 

Public  Relations  2 

Candlestick  Park  j_ 

Total  32 

The  1980-81  budget  allocates  $552,901  to  fund  these  32  positions. 

Based  on  our  review  of  the  Business  Office,  we  believe  that  the  following 
activities  could  be  improved: 

Purchasing 

In  order  to  purchase  an  item,  a  Recreation  and  Park  Department  program  manager 
fills  out  a  Department  Requisition  form  and  forwards  the  completed  form  to  the  Business 
Office.  At  the  Business  Office  a  Senior  Material  and  Supply  Supervisor  and  two 
assistants  review  the  Department  Requisition  and  transfer  the  information  from  the 
Department  Requisition  form  to  a  Purchaser's  Requisition  form  or  a  Term  Purchase 
Agreement  form.   These  forms  are  sent  to  the  Purchaser's  Office  for  processing. 

If  the  program  managers  or  their  assistants  were  trained  in  general  City-wide 
purchasing  procedures,  the  Purchaser's  Requisition  forms  and  the  Term  Purchase 
Agreement  forms  could  be  completed  in  the  program  managers'  offices  eliminating  the 
need  to  fill  in  the  initial  Departmental  form.  If  this  were  done,  three  positions  (Senior 
Material  and  Supply  Supervisor  and  two  assistants)  in  the  Recreation  and  Park 
Department's  Business  Office  could  be  eliminated  saving  $56,100  per  year.  Eliminating 
this  duplicative  function  from  the  Recreation  and  Park  Department's  purchasing  system 
would  reduce  the  time  taken  to  process  purchase  requisitions. 
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One  objection  to  such  a  streamlined  approach  to  the  Department's  purchase  order 
system,  is  that  purchasing  personnel  are  needed  to  "tighten  inventory  control"  and 
coordinate  the  purchase  of  similar  items  ordered  by  the  various  Department  Program 
Managers.  However,  these  functions  can  be  handled  by  the  Department's  storekeeper, 
accountants  and  Business  Manager.  Another  objection  is  that  making  the  Program 
Managers  reponsible  for  the  accuracy  of  their  purchase  orders  would  burden  the  Program 
Managers.  The  Budget  Analyst's  review  of  purchasing  procedures,  however,  has  found 
that  purchase  order  information  tends  to  be  misunderstood  and  confusing  when  the 
information  is  reinterpreted  and  rewritten  at  intermediate  levels. 

Payroll 

At  the  end  of  each  day,  the  Recreation  and  Park  Department  supervisors  record 
their  employees'  time  spent  on  the  job  in  the  supervisors'  Time  Books.  The  Recreation 
and  Park  Department  program  managers  have  the  work  time  information  copied  from  the 
supervisors'  Time  Books  on  to  Recreation  and  Park  Department  Time  Report  forms. 
These  Time  Report  forms  are  completed  and  sent  to  the  Business  Office's  payroll  section 
three  times  each  biweekly  pay  period:  after  the  first  three  days,  after  the  succeeding 
seven  days  and  at  the  end  of  the  last  four  days. 

The  five  payroll  clerks  in  the  payroll  section  check  and  transcribe  the  information 
from  the  Time  Report  form  to  a  Controller's  City  Timeroll  form  that  divides  each 
employee's  time  according  to  regular  time,  overtime,  vacation,  sick,  holiday,  etc.  The 
information  on  the  Time  Report  forms  is  also  copied  on  Employment  Time  Cards  for  the 
Department's  personnel  records.  At  least  one  Employee  Time  Card  is  maintained  for 
every  Recreation  and  Park  employee. 

At  the  end  of  each  pay  period,  the  Recreation  and  Park  Department  Payroll 
Supervisor  keeps  one  copy  of  the  completed  City  Payroll  forms  and  sends  copies  to  the 
Controller's  Payroll  Section  and  the  Civil  Service  Commission.  The  Civil  Service 
Commission  reviews  the  City  Payroll  form  for  accuracy  and  enters  the  information  from 
the  City  Payroll  form  on  Employee  Time  Cards  similar  to  those  kept  by  the  Recreation 
and  Park  Department.  The  Controller's  Payroll  Section  enters  the  information  from  the 
City  Payroll  form  into  a  computer  which  generates  the  employees'  pay  checks  and  payroll 
registers,  and  microfiche  payroll  cards.  The  microfiche  payroll  cards  contain  much  of 
the  same  information  as  the  Employee  Time  Cards.  The  employees'  paychecks, 
departmental  payroll  register,  and  the  departmental  microfiche  payroll  cards  are  sent  to 
the  Recreation  and  Park  Department  Payroll  Section  by  the  Controller's  Office. 

In  review,  the  payroll  process  involves  maintaining  the  following  records: 

At  Recreation  and  Park  Department: 
Supervisors'  Time  Books 
Time  Reports 
Employee  Time  Cards 
City  Timerolls 
Payroll  Register 
Microfiche  Payroll  Cards 

At  the  Civil  Service  Commission 
Employee  Time  Cards 
City  Timerolls 
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At  the  Controller's  Data  Processing  Center: 

Computer  Tapes  containing  complete  payroll  records. 

The  MSA  Payroll  System  is  a  relatively  new  payroll  system  which  is  still  in  its 
developing  stages  under  the  Controller's  Payroll  Development  Project.  The  Recreation 
and  Park  Department  is  a  pilot  department  for  the  Controller's  Payroll  Development 
Project.  It  is  anticipated  that  the  City  Payroll  System  will  be  implemented  City-wide  by 
the  beginning  of  1983. 

Based  on  our  review  of  the  Payroll  Division,  we  found  several  areas  which  warrant 
improvement.  First,  the  payroll  staff  is  manually  posting  the  hours  worked  by  employees 
onto  the  City  timerolls  on  a  daily  basis,  instead  of  doing  so  when  the  hours  worked  differ 
from  what  was  planned  (an  exception  basis).  By  having  supervisors  posting  to  the  City 
timerolls  on  an  exception  basis  directly  from  the  Supervisors'  time  books,  the 
Department  could  eliminate  time  reports  and  employee  time  cards.  The  Recreation  and 
Park  Department  could  rely  on  what  is  already  being  done  by  the  Civil  Service 
Commission  to  review  and  verify  the  Time  rolls  as  required  by  City  Charter  Section 
8.400.  Cumulative  employee  payroll  records  would  continue  to  be  maintained  on  the 
microfiche  payroll  cards  at  the  Recreation  and  Park  Department  and  the  Employee  Time 
Cards  at  the  Civil  Service  Commission.  The  possibility  of  error  as  time  report 
information  is  copied  to  the  City  Timeroll  form  would  be  eliminated.  We  recognize  that 
the  Department  is  in  a  transitional  phase  with  regard  to  its  payroll  system  and  that  some 
of  these  inefficiencies  may  be  the  result  of  the  newness  of  the  MSA  system.  Second,  we 
found  many  unnecessary  clerical  errors  on  the  MSA  timerolls.  The  payroll  supervisor 
should  ensure  that  payroll  clerks  are  working  conscientiously  to  avoid  these  unnecessary 
errors.  Lastly,  the  payroll  supervisor  should  ensure  that  time  sheets  are  being  turned  in 
by  the  supervisors  or  program  manager  on  a  timely  basis.  These  measures  would 
streamline  the  timekeeping  functions,  to  the  extent  that  we  estimate  four  payroll  clerk 
positions  could  be  eliminated  from  the  payroll  section  for  a  savings  of  $69,600. 

Accounting 

Because  there  is  often  a  delay  in  the  processing  of  purchase  orders  at  City  Hall, 
the  periodic  budget  reports  given  to  the  Recreation  and  Park  Department  do  not  reflect 
requisitions  for  purchase  orders  submitted  but  not  encumbered.*  In  order  to  keep  up  with 
the  actual  amounts  remaining  in  their  budget  appropriations,  the  Recreation  and  Park 
Department  has  a  staff,  equivalent  to  one  accountant,  who  pre-encumbers  requisitions 
before  they  are  sent  to  the  Purchaser  for  processing.  By  pre-encumbering,  the 
Recreation  and  Park  Department  is  able  to  know  exactly  how  much  funding  remains  in 
the  budget  for  each  program  and  budget  category.  In  effect,  the  Recreation  and  Park 
Department  keeps  its  own  set  of  books  which  are  reconciled  with  the  Controller's  books 
at  the  end  of  each  year. 


# 


Encumbering  reserves  a  suitable  part  of  an  appropriation  when  obligated  by  purchase 
orders,  contracts,  or  salary  commitments  chargeable  to  the  appropriation.  The 
obligation  ceases  to  be  an  encumbrance  when  the  goods  or  services  are  received  and 
paid. 
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The  Controller's  FAMIS  project  is  developing  a  pre-encumberance  capability  as  an 
integral  part  of  the  City's  overall  accounting  system.  When  this  pre-encumberance 
system  is  put  into  operation,  the  Recreation  and  Park  Department  will  be  able  to 
eliminate  one  accounting  position  and  save  $17,600  per  year.  If  the  Recreation  and  Park 
Department  encourages  and  supports  the  Controller's  staff  in  making  the  pre- 
encurnberance  system  ready,  the  pre-encumberance  capability  could  be  made  available  to 
the  Recreation  and  Park  Department  with  the  beginning  of  the  1981-82  fiscal  year. 
When  the  FAMIS  system  pre-encumberance  information  is  available,  the  Recreation  and 
Park  Department  could  then  eliminate  one  accountant  position,  and  eliminate  its 
duplicate  set  of  books  and  accounts.  Additional  time  would  be  saved  by  eliminating  the 
necessity  to  reconcile  this  duplicate  set  of  records  with  those  of  the  Controller's  Office. 

CONCLUSION 

The  Recreation  and  Park  Department  managers  have  developed  purchasing  and 
payroll  systems  which  are  redundant  and  inefficient.  By  eliminating  certain 
duplicative  activities  within  each  system,  these  systems  can  be  made  more  efficient. 
By  taking  advantage  of  the  FAMIS  system's  capabilities  to  pre-encumber,  the 
Recreation  and  Park  Department  can  eliminate  its  books  of  accounts  which  duplicate 
those  maintained  by  the  Controller.  It  is  noted  that  the  redundancies  and 
inefficiencies  in  purchasing,  payroll  and  accounting  mentioned  in  the  preceding 
paragraphs  are  not  limited  to  the  Recreation  and  Park  Department.  To  varying 
degrees,  these  problems  occur  City-wide.  The  changes  suggested  above  are  just  a  first 
step  in  eliminating  the  problem. 

RECOMMENDATIONS 

We  recommend  that  the  Recreation  and  Park  Department 

Train  and  direct  its  program  managers  end  their  assistants  to  use  the  Purchaser's 
requisition  forms.  When  this  training  is  completed,  the  Senior  Material  and  Supply 
Supervisor,  Senior  Clerk  Typist  and  Clerk  Typist  positions  (three  positions)  which 
are  involved  in  the  processing  of  departmental  requisition  forms  can  be 
eliminated. 

Train  and  direct  its  program  managers  and  supervisors  to  complete  the  City 
Timeroll  forms  on  an  exception  basis  directly  from  Supervisors'  time  books,  thus 
eliminating  the  need  for  time  reports  and  employee  time  cards.  Encourage  and 
support  the  Controller's  Payroll  Development  Project.  Eliminate  four  payroll 
clerk  positions  which  are  directly  involved  in  processing  these  forms. 

Encourage  and  support  the  FAMIS  staff  in  making  the  pre-encumbrance  system 
available.  Eliminate  an  accountant  position  when  the  FAMIS  pre-encumberances 
system  is  ready. 

SAVINGS/BENEFIT 

By  implementing  these  recommendations,  the  Recreation  and  Park  Department 
could  eliminate  eight  positions  and  save  $143,810  annually  as  well  as  increase  the 
efficiency  of  the  purchasing,  payroll  and  accounting  functions.  The  breakdown  of 
these  estimated  savings  and  benefits  benefits  is  as  follows: 
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Purchasing 

Elimination  of  three  positions  (Senior  Material  and  Supply  Supervisor  and 
two  assistants)  at  $56,610  a  year.* 

Reduced  time  to  process  purchase  requisitions. 
Payroll 

Elimination  of  four  Payroll  Cferk  positions  at  $69,600  a  year. 

Reduced  possibilities  for  error. 
Accounting 

Elimination  of  one  Accountant  position  at  $17,600  a  year. 

Eliminates  the  need  to  reconcile  duplicate  sets  of  account  books. 


*  The  Department  acknowledges  in  pages  I  I  and  12  of  their  response  that  their  program 
managers  should  be  trained  to  requisition  needed  supplies  and  equipment  directly  on 
the  proper  city  form  instead  of  departmental  forms.  They  state,  however,  that  these 
purchasing  personnel  are  still  needed  to  insure  that  the  forms  are  correctly  completed 
and  consolidated  at  department  level.  We  do  not  agree  that  these  intermediary 
positions  would  still  be  needed. 
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ity  and  County  of  San  Francisco 


Recreation  and  Park  Department 


TO:    Harvey  Rose,  Budget  Analyst    November  20,  1980 

FROM:  Tom  Malloy,  General  Manager    yj 

RE:    Written  Response  to  the  Review  of  Operation  of  the 
San  Francisco  Recreation  and  Park  Department 
(Part  I)  November,  19  80 


A  team  from  the  Budget  Analyst's  Office  has  reviewed, 
for  the  past  several  months ,  the  revenue  operations  of 
the  Recreation  and  Park  Department. 

First,  I  would  like  to  compliment  the  Budget  Analyst 
for  the  constructive  approach  to  the  audit  taken  by 
members  of  his  staff. 

Second,  it  is  noted  at  the  outset  that  the  report 
contains  many  worthwhile  recommendations  and  every 
effort  will  be  made  to  implement  them.   There  are,  however 
certain  recommendations  with  which  the  Department  cannot 
agree  and  reasons  for  this  are  detailed  in  the  commentary 
that  follows. 

Lastly,  it  is  stressed  that  both  the  Commission  and  the 
Department  have  aggressively  pursued  additional  revenue 
sources  especially  since  1977-78.   We  are  pleased  to  note 
that  since  then,  compared  to  current  Controller's  cer- 
tified revenue  estimates,  income  from  golf  is  up  85%, 
the  Zoo  by  77%  and  the  General  Concession  Fund  by  57%. 
This  represents  an  overall  dollar  increase  of  $2,029,617. 
Total  revenue  projections  for  19  80-81  accepted  by  the 
Controller  for  the  Recreation  and  Park  Department  are 
$7,247,675.   Both  the  Commission  and  the  Department  will 
continue  this  policy  of  strongly  seeking  new  and  increased 
revenues . 

The  following  comments  are  organized  in  the  same  sequence 
as  the  Budget  Analyst's  Report. 


TM/dp 


ren  Lodge,  Golden  Gate  Park 
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CONCESSION  AGREEMENTS 


The  Budget  Analyst  found  various  areas  of  non-compliance 
with  terms  of  lease  agreements  and/or  inadequate  mainte?- 
nance  and  reporting  of  gross  receipts  records.   The 
Department  has  long  recognized  that  audits  of  all  of  its 
leases  and  concessions  were  not  only  desirable  but  neces- 
sary.  In  the  19  79-80  budget,  we  requested  and  obtained 
funds  to  begin  the  auditing  procedure,  starting  with 
major  leasees.   The  results  of  the  audit,  conducted  by 
Harvey  M.  Rose  Accountancy  Corporation,  were  delivered 
to  this  Department  on  November  12,  19  80.   We . appreciate 
the  advice  given  by  Mr.  Rose  and  will  move  aggressively 
to  implement  his  recommendations. 

The  Department  in  a  continuing  attempt  to  up-grade  its 
management  of  concessions  and  leases,  requested  an 
additional  amount  of  money  in  the  19  80-81  budget  to  conduct 
additional  audits.   An  outside  firm  has  been  hired  and  those 
audits  are  underway.   The  firm  now  working  for  the  Department 
has  considerable  expertise  in  shopping  services,  spot  checks 
of  concessionaires  and  monitoring  governmental  integrity. 
This  firm  provides  regular  reports  on  both  concessionaires 
and  Departmental  revenue  operations.   The  Recreation  and 
Park  Department  does  not  currently- -have  on  its  staff  a 
person  capable  -of  performing  financial  audit  functions. 
Management  is  currently  reviewing  the  possibility  of  request- 
ing funds  to  develop  such  a  staff  capacity  as  part  of  next 
year's  budget  (19  81-82). 

The  Budget  Analyst  comments  that  capital  improvements  as 
required  in  specific  leases  have  not  been  made.   Department 
of  Public  Works  reports  that  all  capital  improvement  at 
Union  Square  Garage  have  now  been  completed.   The  apparent 
discrepancy  between  fact  and  the  Budget  Analyst  *  s'-Report 
relates  to  the  time  at  which  the   nalyst  inspected'  the 
Union  Square  Garage.   The  concessionaire  at  the  Japanese 
Tea  Garden  has  already  spent  $1U0  ,000  for  improvements.   An 
additional  $10,000  was  reserved  to  be  used  for  phased  pur- 
chase of  materials  and  equipment  as  required.   The  con- 
cessionaire has  been  requested  to  make  the  additional  im- 
provements and  is  proceeding. 
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CONCESSION  AGREEMENTS   (con't) 


Please  allow  me  a  special  word  regarding  the  operator 
of  the  Golden  Gate  Park  Stables.   Mr.  Barnes  has  readily 
agreed  to  the  Department's  offer  of"  assistance  to  help 
better  verify  cash  receipts  and  provide  modern  internal 
control  and  management  procedures. 

Mr.  Barnes,  a  noted  horseman,  has  been  associated  with 
the  Department  at  Mather  Family  Camp  for  5  3  years.   He 
recently  took  over  the  Golden  Gate  Park  Stables  and  has 
turned  chaos  into  order  with  the  result  that  a  major 
source  of  public  criticism  of  the  Department's  activities 
has  become  one  of  praise.   Mr.  Barnes  is  a  distinguished 
western  gentleman  whose  integrity  is  unquestionable. 

Lastly,  it  is  the  intent  of  the  Department  and  its 
concessionaire's  management  to  carefully  review  revenue 
collection  and  reporting  systems  in  the  first  few. months 
of  any  lease  operation. 
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LEASING  PROCEDURES  AND  POLICIES 

The  Budget  Analyst's  report  states  that  several  major  leases 
are  not  in  the  best  interest  of  the  City.   We  agree  with  the 
Budget  Analyst's  analysis  that  many  of  the  leases  negotiated 
in  many  year's  past  should  be  improved  under  current  conditions. 
We  appreciate  the  compliment  from  the  Analyst  that  the  Depart- 
ment has  recognized  that  problem  and  is  moving  to  correct  past 
deficiencies. 

Lest  there  be  a  misunderstanding  in  the  public  mind  regarding 
the  Budget  Analyst's  statement  that  leases  "result  in  lower 
revenues  and  increased  expenses  of  $1,027,450  annually," 
it  must  be  underscored  that  there  is  nothing  the  Recreation  and 
Park  Commission  can  do  today  to  change  the  situation.   All  of 
the  leases  cited  for  potential  improvement  have  a  term  of  years 
yet  to  run.   The  following  table  illustrates  the  time  span 
covered  by  the  Budget  Analyst's  recommendations: 

Year                      Lease  Projection 

1982-83  Lake  Merced  Boathouse  $    26,000 

1983-84  Union  Square  Garage  Unknown 

1990-91  Gashouse  Cove  Chandlery  ^         $     1,450 

1993-94  San  Francisco  Giants  $    750,000 

2014-15  St.  Francis  Yacht  Club  $   250,000 

My  concern  is  about  a  misinterpretation  of  the  word,  "annually,". 

as  though  the  Department  or  Commission  had  the  authority  now 

to  increase  the  revenues  from  the  aforementioned  leases. 

If  I  may  suggest,  it  may  be  prudent  to  remember  that  the  present 

Commission  is  in  no  more  position  to  bind  a  Commission  in  the   • 

year  1993  than  the  present  Commission  should  be  chastised  for 

the  actions  that  took  place  under  circumstances  prevalent  in 

1958.   The  Department  concurs  that  in  most  cases  the  best  interest 

of  the  City  would  be  served  by  shorter  term  leases  and  more  frequent 

escalation  clauses. 
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In  response  to  specific  comments  on  current  leases: 

*  Lake  Merced  Boathouse:    The  Analyst  recommends  that 
when  thTs  lease  is  next  let  in  1982  that  the  lessee 
should  assume  responsibility  for  patrol  services  and 
fish  restocking.   We  agree  with  the  recommendation. 
The  Recreation  and  Park  Commission  at  its  July  meeting 
is  already  on  record  that  the  cost  of  the  patrol  service 
should  be  assumed  by  the  lessee.   The  Department  would 
add  that  we  do  not  think  that  the  Analyst's  recommenda- 
tion goes  far  enough.   It  is  the  policy  of  the  Commis- 
sion when  reviewing  such  leases  to  also  require  capital 
improvements  . 

*  Gas   House  Cove  Chandlery:   We  agree  with  the  Analyst's 
statement  that  the  lease  as  currently  written  could  be 
improved.   We  do  not  believe,  however,  that  the  Analyst's 
recommendation  can  be  implemented  when  the  option  to 
renew  the  lease  comes  up  in  1985.   We  believe  that  the 
earliest  that  this  lease  can  be  changed  is  1990.   We  will 
review  the  terms  of  the  renewal  option  with  the  City 
Attorney  and  pursue  the  recommendation  at  the  earliest 
legal  opportunity. 

St.  Francis  Yacht  dub:   A  recent  City  Attorney's  opinion 
states  that  the  Department  will  net  have  the  opportunity 
to  implement  substantial  changes  in  the  Yacht  Club  lease 
until  2014.   The  next  opportunity  to  revise  any  of  the 
terms  of  the  lease  to  generate  greater  income  occurs  in 
1984.   This  allows  the  rate  to  be  increased  by  the 
Consumer  Price  Index  (CPI)  only.   It  will  be  the  recom- 
mendation of  the  staff  at  that  time  to  raise  the  rate 
by  the  maximum  allowable  by  law. 

Strong  notice  must  be  taken  that  the  City  Attorney's  office 
has  ruled  that  the  occupation  of  the  premises  by  the  St. 
Francis  Yacht  Club  is  governed  by  State  law  and  the 
original  transfer  of  the  Yacht  Harbor  and  Marina  Green 
from  the  State  to  the  City  of  San  Francisco  for  recrea- 
tional purposes  also  provides  for  the  establishment  of 
a  private  club.   Therefore,  unlike  any  other  property  on    •  •'• 
public  land,  the  buildings  occupied  by  the  Club  are  owned,  not 
by  the  City,  but  by  the  Club  itself.   This  point  is  stressed. 
'     and  I  arapleased  that  the  Budget  Analyst  notes  that  the 

"Club  enjoys  certain  privileges  beyond  the  control  of  the 
Recreation  and  Park  Commission"  because  of  the  normal  . 
policies  of  the  Commission  relating  to  public  access  to 
publicly-owned  land. 

Budget  Analyst  Response 

*0ur  report  has  been  clarified  as  to  the  probable  date  that  these  " 
leases  could  be  modified.  "*" 
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San  Francisco  Giants:   The  Analyst  recommends  that  the 
Giants  lease,  when  up  for  renewal  in  1993  *  should  include 
a  provision  to  require  a  percentage  of  concession  revenues 
That  recommendation  will  be  made  a  part  of  the  lease 
records  for  review  by  the  staff  and  Commission  at  that 
time.   Should  an  opportunity  to  revise  the  lease  present 
itself  prior  to  that  time,  the  Analyst's  recommendation 
will  be  given  due  consideration. 

Inasmuch  as  the  fiscal  operation  of  Candlestick  Park  is 
discussed  by  the  Analyst  under  the  section  treating  the 
lease  with  the  San  Francisco  Giants,  a  most  significant 
fact  needs  emphasis.   Because  of  the  diligence  of  the 
Recreation  and  Park  Commission,  all  outstanding  bonds  for 
Candlestick  Park  were  refinanced  in  late  19  77.   This 
enabled  the  City  to  take  advantage  of  better  interest 
rates  and  produced  a  savings  for  the  City  of  $7,401,250. 
The  Commission  has  never  received  proper  credit  for  this. 


Union  Square  Garage:   The  recommendation  to  have  revenues 
trom  rate  increases  due  to  City  policy  to  accrue  entirely 
to  the  City  is  an  excellent  one.   Such  a  recommendation 
will  be  made  when  the  lease  comes  up  for  renewal  in  1983. 


Small  Clubs:    The  Department  is  in  process  of  developing 
written  agreements  for  the  small  athletic  clubs  not  already 
under  a  lease.   The  lessee  of  each  club  will  be  asked  to 
be  responsible  for  all  expenses,  services  and  maintenance 
wherever  possible.   The  Department  requires  that  all  such 
clubs  be  open  to  the  public  with  proper  signs  so  stating 
outside  each  premise.   In  those  cases  where  maintenance 
costs  cannot  be  assumed  by  the  Club,  the  Department  will 
identify  the  related  costs  in  the  annual  budget. 
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GOLF  COURSES 


1.   Contracting  Golf  Course  Operations   -   The  Recreation  and 
Park  Commission  has,  in  fact,  adopted  policies  governing 
the  possible  leasing  out  of  the  operations  of  the  City's 
golf  courses.   In  1977,  after  extensive  public  hearings, 
the  Commission  adopted  a  resolution  stating  that  it 
was  in  the  best  interests  of  the  golfing  public  for  the 
City  to  continue  to  operate  the  golf  courses.   The  primary 
reason  for  this  is  that  any  concessionaire  must  expect  a 
reasonable  profit;  this  in  turn  translates  itself  into 
higher  green  fees.   The  Commission  is  concerned  that  less 
affluent  San  Franciscans,  particularly  seniors  and  youth, 
not  be  priced  out  of  the  game  of  golf.   Currently,  discounts 
to  seniors  and  junior  golfers  represent  approximately  307o 
of  play  and  20%  of  revenue.   The  Commission  further  directed 
staff  to  reduce  operating  costs  and  put  the  golf  courses 
on  a  "pay  as  you  go"  basis.   Since  that  time,  the  Commission 
has  carefully  analyzed  the  cost  of  operating  the  golf 
courses,  both  individually  and  in  the  aggregate.   As  a 
result  of  these  policies,  the  Commission  did  lease  the  ' 
9-hole  McLaren  Course  because  it  produced  a  substantial 
loss.   The  Budget  Analyst  is  accurate  in  stating  that  there 
is  not  a  revenue  objective  for  each  course;  the  Commission 
has  adopted  the  aforementioned  revenue  objective  that  the 
courses  in  the  aggregate  operate  "in  the  black."   In 
order  to  comply  with  Commission  policy,  staff  is  reviewing 
the  operations  of  the  9-hole  Pitch  and  Putt  course  in 
Golden  Gate  Park.   I  would  expect  to  recommend  to  the 
Commission  that  it  take  an  action  to  eliminate  the 
operation  of  this  facility.   While  a  driving  range,  or 
leased  operation  of  the  Golden  Gate  Park  course  are  being 
considered,  the  preferred  alternative  seems  to  be  to  return 
this  land  to  general  park  usage.   Using  fiscal  year  1979-80 
comparison  between  revenues  and  expenditures,  the  Budget 
Analyst  notes  an  overall  deficit  of  $155,998.   Based  on 
efficiencies  already  put  in  place,  reduction  of  personnel 
and  elimination  of  the  CETA  program,  there  will  be  no 
deficit  in  the  19  80-81  golf"  budget.   The  Department  notes 
with  pride  this  movement  on  to  a  "pay  as  you  go"  basis, 
at  the  same  time  that  substantial  improvements  have  been 
made  to  the  appearance  and  playability  of  all  of  the 
courses . 

The  Commission  was  pleased  to  see  that  the  Budget  Analyst 
concurs  in  the  direction  being  taken  in  contracting  out 
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GOLF  COURSES  (continued) 


the  starter  function.   The  next  course  at  which  it 
will  be  proposed  will  be  Lincoln  Park.   It  would  be 
the  recommendation  of  staff  that  if  Civil  Service 
restrictions  can  be  worked  out  that  those  starters 
that  are  not  lost  by  attrition  be  assigned  marshall 
duties . 

The  Budget  Analyst  recommends  that  restaurant  facilities 
at  Lincoln  and  Sharp  Park  be  leased.   Such  leases  must 
include  requirements  for  improving  the  structures  that 
house  the  restaurants.   Because  of  the  uncertainty 
caused  by  the  possibility  that  the  entire  course  might 
be  leased  in  the  future,  prospective  bidders  were  not 
interested  in  the  proposal.   As  it  has  now  been  determined 
that  the  two  courses  will  not  be  leased  in  the  fore- 
seeable future,  it  will  be  the  intention  of  the  Department 
of  aggressively  pursuing  the  recommendation  of  the 
Budget  Analyst  regarding  Clubhouse  facilities.   Such  a 
proposal  for  the  operation  and  improvement  of  the  Harding 
Park  Pro  Shop  is  now  awaiting  action  by  the  Board  of 
Supervisors.   Bid  documents  for  the  Sharp  Park,  restaurant 
and  Pro  Shop  are  prepared  and  ready  for  advertisement  by 
the  Department.   Leasing  of  the  restaurants  will  result 
in  the  improvement  of  the  facilities  for  both  golfers 
and  the  general  public  as  well.   The  revenue  potential 
of  such  leases  make  this  recommendation  a  high  priority 
for  the  Department. 

The  Department  strongly  concurs  in  the  need  for  additional 
marshalls  and  hopes  that  this  can  be  achieved  largely 
through  the  aforementioned  method  of  converting  starters 
to  marshalls . 

Regarding  the  recommendation  that  a  revenue  goal  of  57o 
be  established  to  offset  other  indirect  costs,  the 
Department  concurs,  but  feels  that  this  policy  should 
be  deferred  until  further  physical  improvements  are 
made  to  the  courses  for  the  benefit  of  the  golfing  public. 
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2 .  Harding  Irrigation   -   The  plans  and  specifications 
for  the  Harding  and  Fleming  Golf  Courses  irrigation 
systems  were  prepared  for  the  City  by  George  W.  Bell, 
an  irrigation  consultant,  and  the  Department  of  Public 
Works  with  the  participation  of  Recreation  and  Park 
Department  maintenance  and  operation  personnel. 

The  project  was  designed  in  accordance  with  applicable 
standards  and  codes.   As  detailed  below,  the  primary 
reasons  for  the  high  cost  relate  to  San  Francisco's 
codes  with  the  requirement  to  use  galvanized  pipe  for 
all  pressure  points  and  contract  costs  in  San  Francisco 
versus  other  jurisdictions.   The  design  could  be  consi- 
dered conservative  in  comparison  with  other  systems 
for  the  following  reasons: 

a.  The  underground  power  cable  is  in  conduit  as 
required  by  the  San  Francisco  Code,  whereas  other 
localities  allow  direct  cable  burial; 

b.  The  solenoid  control  valves  are  opened  and  closed 
by  a  filtered  water  line  to  avoid  clogging  and  to 
reduce  maintenance  due  to  the  extensive  bloom  of 
algae  in  Lake  Merced  (the  water  source  for  the 
irrigation  system)  during  the  months  of  intensive 
irrigation.   Although  the  solenoid  valves  require  a 
separate  water  pipe  system. the  valves  are  readily 
available; 

c.  The  electrical  system  boxes  were  specially  designed 
to  resist  vandals. 

Other  factors  contributing  to  cost  were: 

a.  The  project  was  advertised  and  executed  under 
emergency  procedures; 

b.  The  contract  required  the  golf  course  to  be  playable 
at  all  times  and  that  all  trenches  be  filled  or 
covered  to  accommodate  a  tournament  which  took  place 
over  a  number  of  weekends  during  the  course  of 
construction; 

c.  The  Plumbers  Union  has  jurisdiction  over  irrigation 
work  in  San  Francisco  whereas  laborers  have  jurisdic- 
tion in  other  localities.   Everyone  knows  that  the 
scale  for  plumbers  is  far  higher  than  laborers, 
especially  in  San  Francisco. 
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MARINA   SMALL  CRAFT  HARBOR 

The   Budget   Analyst    states   that   the   Marina   Small   Craft 
Harbor   is    producing   below   its    optimal   revenue   level 
because   berthing    rates    are   below    those    charged  by   most 
other  marinas    in   the    Bay   Area.       The   Recreation   and 
Park   Commission    and   the    Department   believe    strongly 
that  there    is    a    substantial    difference   between   the    ser- 
vice  provided   by    San    Francisco's   Marina    Small*  Craft 
.\       Harbor   and    private   harbors    in    the    Bay   Area.       We    do 
not  believe    that    it    is    fair   to   compare    rates    at    the 
City's   municipal    facility  with   private    clubs,    many   of 
which   provide    as    part    of   the   mooring    rate    such   services 
as    guaranteed   parking,    showers    and    club    facilities. 
The   Department    does    compare,    however,    on    an    annual 
basis   the    rate   we    charge   with    other  municipal   harbors 
in   the    Bay   Area.      A    survey    is    underway    at    present    in 
preparation    of    a   proposed   rate    increase    to   be    effective 
next   July.       It    is    likely   that    there   will   be    a    substantial 
increase   necessary   to   meet    the    need    of    increased   mainte- 
nance   costs    and    capital    improvements    that    must   be   made    to 
the  harbor. 

The   proposal    to   raise    the    rate    to    $3.50    a   berth   foot    for 
all  boats    (thus    eliminating    the    size    differential)    would 
result   in   a    75%    rate,  increase    for  owners    of  boats   under 
40    feet    in    length    and    40%   raise   for   owners    of   larger  boats. 
v       Staff  of  the    Department    feels    strongly   that    the    current 
rate   differential   is    justifiable  because    there   is   a  re- 
lation to   the    size   of   a  boat    and   the    space   occupied,    the 
electricity    or  water   consumed.       There    is    also   a   direct 
relation   to   the    size   of   the   berth   and   the    cost   to  build 
install,   maintain   and   operate   the    larger  berths.      We 
agree,   therefore,    that   there   will  have   to   be   a   substantial 
rate   increase    at   the    Small   Craft  Harbor   next   year;.     The 
Department's    survey    of   municipal   facilities    is    not*  yet 
complete   so   we    are   not    in   a   position   to   say   whether  we 
agree  with   the    7  5%    and   40%    increase    recommended  by   the 
Budget  Analyst.       The   Department    disagrees    with   the   proposal 
to   set   a  uniform  rate    for   each   boat. 

Budget    Analyst    Response 

1.       The    Budget    Analyst's    recommendation    is    based    on    the    present    shortage    of 
of    berths    in    the    Bay    Area,     Under    such    circumstances,     it    is    appropriate 
the    City    to    price    its    berths    based    on    the    overall    market    and    not    on    com 
narability    with    other    municipal    marinas.     Finally,    the    Marina    Yacht    Harb 
is    planning    to    install    private    restrooms    and    showers    for    customers, 

2         The    San    Francisco    and    Berkeley   .Municipal    Yacht    Harbors    are    the    only 
yacht    harbors    of    those    surveyed    that    did    charge    a    differential    berth 
rental    based    on    boat    length.     The    differential    berth    rentals    charged    by 
other    yacht    hVrbors    are    based    on    the    t.yj?e    of    berth    being    rented   j  e.g. 
covered    vs    uncovered)     and    not    the     size    of    the    boot. 
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The  proposal  to  install  parking  meters  at  the  Small 
Craft  Harbor  is  an  excellent  one.   Not  only  could 
the  Department  benefit  from  increased  revenue;  instal- 
lation of  parking  meters  might  alleviate  some  of  the 
increasing  parking  congestion  that  is  taking  place  in 
the  neighborhood.   This  Department  has  already  discussed 
such  a  concept  with  the  Parking  Authority.   It  will  be 
necessary  to  amend  the  Parking  Fund  Ordinance  to  allow 
revenues  collected  from  Small  Craft  Harbor  meters  at  the 
Small  Craft  Harbor  to  accrue  to  the  benefit  of  the  Harbor 
or  the  Department  as  a  whole.   A  precedent  for  exempting 
some  parking  meter   revenue  from  the  Parking  Meter  Or- 
dinance exists  whereby  the  Port  of  San  Francisco  has 
installed  and  collects  meter  revenue  along  the  Embarcadero. 
It  is  noted  finally  that  the  analyst^  anticipated  revenues 
would  benefit. the  Department  during  the  second  year  of 
installation  because  of  the  need  to  amortize  the  cost  of 
the  meters.   The  expected  revenues  may  be  somewhat  less 
than  projected  because  of  costs  of  maintenance  and  collec- 
tion. 

The  Commission  agrees  and  is  already  exploring  the  possibil- 
ity of  early  retirement  of  the  two  outstanding  harbor  im- 
provement loans  owed  to  the  State  of  California.   This 
policy  "will  be  pursued  in  balance  with  the  need  for  con- 
tinuing improvements  at  the  Harbor  largely  mandated  by 
the  harsh  effects  of  weather  and  surge. 


MA 
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CONSERVATORY    OF. FLOWERS    ADMISSION    CHARGE 


The   Budget    Analyst's    recommendation    to    institute   turn- 
stiles   and    a    50  C    admission    charge    at    the    Conservatory 
of   Flowers    in    Golden    Gate    Park    is    not    agreed   to  by   this 
Department.       The    reason  '  is    timeliness-. 

The    Conservatory   is    about    to   undergo    Phase    II    of    a   com- 
plete historic   renovation   program   that   will    result   in 
the    closure    of   the   buildings    "two   wings    over   a  period   of 
approximately    one   year.       The    Department    does    not   believe 
it  would  be    fair   to   the    public    to    charge    admission   to   a 
building   when    a    substantial    portion    of   it    will  be   -closed.    * 

Additionally,    the    Department    is    about    to    launch  horti- 
cultural   and    botanical    improvements    at    the    Conservatory, 
which   should    occur  prior   to    charging    admission.       As    a 
matter  of   public   policy ,    we    do   not   believe    that    the 
horticultural    operations    of   the    Department    should  be 
regarded    as    enterprise    activities.       Carried    to   a  logical 
extreme,    this    recommendation    could    as    easily   propose 
constructing    a   fence    around   Golden    Gate    Park   and   charging 
admission   to   the    Park   as    a   whole.       To    a   far   greater  degree? 
than  the   Japanese   Tea   Garden,    it    is   believed   that   a  higher 
percentage    of   Conservatory   visitors    a2?e    San    Francisco 
residents. 

Lastly,   the    San   Francisco   Garden   Club  has    an   ongoing  fund- 
raising  effort   in   support   of  the    Conservatory  which  might: 
be   jeopardized   through   an    admission    fee.       Maybe   in  two  or 
three  years,    a  more   nominal    fee    such    as    10$  or   25C   might  be 
collected  but    judgment       on   this    is    reserved. 


Budget    Analyst    Response 

We    clearly    state    on    page    20    of    our    report    that    the    admission 
charge    be    collected    when    rehabilitation    of    the    Conservatory    is 
c  omplet  ed . 
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STADIUM   MANAGER   POSITION 


The   General   Manager  reviewed    eliminating    the    Stadium 
Manager's    position   at    the   beginning    of    the    current 
fiscal   year.       It   was    agreed   to,    by    all   parties    of 
interest,    to    continue   the   position    at    least    through 
the   end    of  the    19  80    football    season.       This    matter  will  be 
reviewed    again   in   January   and   a   recommendation   made   to 
the    Commission. 


PURCHASING   AND   PAYROLL    SYSTEMS 


1.      Purchasing 

The  recommendation  by  the   Budget   Analyst    to   train  program 
managers    and   their   assistants   to   use    the    Purchaser's 
requisition    forms    and   to  perform  related    purchasing   func- 
tions   and    duties    is   not    agreed   to.       We    agree    that  pur- 
chasing  requests    should  be   made    on    authorized   City   forms 
and  will   begin   immediately  to  train   staff    in   their  use. 
However,    we    disagree   that   program  managers    and   their 
assistants    are   the   best   people   available   to   complete  the 
forms.      We    disagree   for  the    following   reasons: 

1.  Program  managers   and  their   assistants    eltb   profession- 
ally trained   personnel   and   this   new   procedure   would  re- 
quire  them   to   perform  routine    clerical    functions    and 
duties. 

2.  This    procedure  would  reduce   their   ability   to   supervise 
their  staff    in   the   field  because   they   would   be   required 

to   spend   more   time   at   their  desks. 

3.  Decentralization  would    lead   to   erroneous    purchas5.ng 
requests    because    of  unfamiliarity   with    the    Purchaser's 
procedures    and   manuals. 

4.  Purchasing    is  highly   technical    and    requires    extensive 
training    in   the   use   of  the   Purchaser's    procedures,  know- 
ledge   of    the    Charter   and  Administrative    Code ,    knowledge 
of  the    existing   City    contracts,    their    specifications   and 
their  expiration    dates. 
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PURCHASING    AND    PAYROLL    SYSTEMS       (con't) 

A  centralized   purchasing   section    offers    the    following 

advantages: 

1.       Central    Purchasing   enables    the    Department   to  mass   order 
gardening,    janitorial    and    recreational    supplies    for   stocking 
in   our   Central   Warehouse   where    they    can   be    issued   to   all 
units   when   needed.       A   decentralized    system  would   only  pur- 
chase   for    its    own    immediate   needs,    thus    resulting   in  up   to 
13   people    ordering    recreation    supplies    and   up   to   17    ordering 

park  materials.      We    firmly  believe    that    the   purchasing 
function    as    currently    structured    allows    the   Department 
to   consolidate    orders    of   similar  material,    thus   resulting 
in  better   prices    by   placing   bulk    orders. 

2.  The   present    supervisor    and  his    staff,  have   a   good  working 
knowledge    and    experience    in   the    City^    purchasing  procedures, 
the    Charter    and  Administrative    Code. 

3.  To    attempt    to    impart    all    this    knowledge    and   expertise 

to  program   managers    is   not   practical    nor   in   the   best    interests 
of   the    City. 


2.     Payroll      -      The   Department   agrees    in    concept  with   the 
Budget   Analyst's    recommendation    that    improvements    can 
be  made    in   the  payroll   reporting    function  of   the 
Department.      To   this    end,    staff  will  meet  with   the 
Controller's   Payroll  Division,    as   well   as   Civil   Service 
to   determine   the   degree   to  which   implementation  may  be 
possible.      It   is  my  hope   that   the   City   can  move   toward 
a  sys  tern  of   payroll   reporting  by   exception.      It   does 
appear,  as    the   present  budget   indicates,    that   there   is 
a  surplus    of   one  payroll   clerk,    which  will  be  phased 
out   during   this  budget   year   reflecting   steadily  reduced 
manpower    and   the   recent   loss    of   CETA   Field  Conservation 
Aides. 

Any   further   reductions    in   Payroll    staff  must  necessarily 
depend   on  both   the   resolution  of    technical   problems 
which  will  be    explored  as   noted  with   the  Controller   and 
Civil   Service,    and  also  whether   or   not   there   is   any 
significant    increase    in   Department   personnel.      This  might 
happen   in   conjunction  with   Summer   Youth   programs,    Job   Corps, . 
CETA,    etc.      Meanwhile,    I   have    directed    the   Business   Manager 
to   evaluate    the    labor   distribution   of    all    current    employees 
and   their    functions    in   the   Payroll   Division.      It    is    further 
noted    that    the   Recreation   and   Park   Commission    is    one   of   the 
few  City   agencies    that  has    always    delivered   paychecks   on   time 
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Accounting   -   Pre- encumber ance  System 
The  Budget  Analyst  recommends  that  an  accountant 
position  be  eliminated  when  the  FAMIS  system  has 
developed  the  capacity  to  pre-encumber  funds. 
Staff  of   the  Department  has  been  in  contact  with 
the  Controller's  Office  on  this  matter.   The 
recommendation  will  be  implemented  when  the  new 
system  is  not  only  complete,  but  has  demonstrated 
the  same  degree  of  reliability  as  the  present  pre- 
encumberance  system  within  the  Recreation  and  Park 
Department.   As  the  Analyst  report  notes  currently 
"by  encumberancing,  the  Recreation  and  Park  Depart- 
ment is  able  to  know  exactly  how  much  funding  remains 
in  the  budget  for  each  program  and  budget  category." 
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CITY  AND  COUNTY 


OF  SAN  FRANCISCO 


BOARD  OF  SUPERVISORS 

BUDGET  ANALYST 

1182  MARKET  STREET,  ROOM  422 
SAN  FRANCISCO,  CALIFORNIA  94102     •     TELEPHONE   (415)   558-2641 


December  8,  1 980 


Thomas  Malloy,  General  Manager 
Recreation  and  Park  Commission 
McLaren  Lodge,  Golden  Gate  Park 
San  Francisco,  California   94117 

Dear  Mr.  Malloy: 

We  have  reviewed  the  operations  of  eight  concessionaires  in  detail  to  determine  if  the 
concessionaires  were  in  compliance  with  the  terms  of  their  lease  agreements.  This 
review  included  an  analysis  of  financial  records  to  determine  if  the  gross  receipts  records 
were  adeguately  maintained.  In  addition,  we  have  reviewed  one  City  operated  facility  in 
detail  to  determine  if  the  gross  receipts  records  were  adequately  maintained.  The 
following  table  shows  the  time  period  reviewed,  the  amount  of  revenue  received  by  the 
City  and  the  amount  of  total  gross  receipts  from  each  of  the  concessionaires  or  facility 
reviewed  during  the  period  in  question. 


Concession 

Harding  Park  Golf 
Course  Restaurant 

Golden  Gate  Stables 

Japanese  Tea  Garden 

Union  Square  Garage 

Lake  Merced  Boathouse 

St.  Mary's  Square  Garage 

Stow  Lake 

Candlestick  Park  Food 
and  Refreshment 

City  Operated  Facility 

Coit  Tower 

Totals 


Time 

Period 

Revenue  Received 
By  the  City 

Gross 
Receipts 

1/1/79- 

-3/31/80 

$10,419.37 

$173,655.93 

6/1/79- 

-  2/28/80 

9,045.87 

128,977.94 

1/1/79- 

-3/31/80 

271,357.67 

904,525.58 

6/1/79- 

-  1/31/80 

815,651.94 

1,205,700.21 

1/1/79- 

12/31/79 

27,275.48 

261,139.06 

7/1/79- 

-3/31/80 

48,217.93 

1,205,456.28 

9/1/78. 

-3/31/80 

65,888.04 

316,970.80 

8/4/79  ■ 

-  12/9/79 

237,433.17 

930,899.00 

7/1/79. 

-  6/30/80 

173,286.21 

173,286.21 

$1,658,575.68 

$5,300,611.01 

-42- 


Mr.  Thomas  Malloy,  General  Manager 
Recreation  and  Park  Commission 
December  8,  1 980 
Page  2 

Based  on  our  review  of  the  lease  agreements  and/or  gross  receipts  procedures  of  the 
concessionaires  and  City  operated  facility,  the  following  are  our  findings. 

Harding  Park  Golf  Course  Restaurant 

In  addition,  it  was  not  possible  to  trace  the  bank  deposits  from  the  bank  statements  to 
the  daily  gross  receipts,  and  there  was  a  pattern  of  untimely  remittance  of  rentals  from 
the  Harding  Park  Golf  Course  Restaurant  to  the  Recreation  and  Park  Department.  Due 
to  the  above  mentioned  exceptions  in  the  gross  receipts  accounting  records,  we  were 
unable  to  determine  if  the  Statement  of  Gross  Receipts  from  January  I,  1979  to  March 
31,  1980  was  presented  fairly. 

Golden  Gate  Stables 

For  the  period  reviewed,  June  I,  1979  to  February  29,  1980,  the  gross  receipts  accounting 
records  were  not  being  maintained  and  reported  accurately.  The  following  are  the  major 
deficiencies  which  are  the  basis  of  our  conclusion: 

1.  The  bank  account  for  the  Golden  Gate  Stables  is  intermingled  with  the 
personal  bank  activities  of  the  concessionaire.  Thus,  it  was  impossible  for  us 
to  reconcile  the  daily  deposits  with  the  bank  statements. 

2.  Cash  receipts  were  not  deposited  on  a  daily  or  consistent  basis,  leaving  an 
unclear  audit  trail. 

3.  The  recording  of  the  cash  receipts  was  not  always  accurate.  Based  on  our 
analysis  of  the  records,  we  found  discrepancies  between  the  revenue  records 
and  the  revenue  reports  to  the  Recreation  and  Park  Department.  The  gross 
revenue  records  were  not  reliable.  However,  it  is  noted  that  we  determined 
the  discrepancy  to  be  an  overpayment  of  $249.28  based  on  the  comparison  of 
the  revenue  records  and  revenue  reports  to  the  Recreation  and  Park 
Department. 

4.  The  internal  control  system  for  the  collection  of  cash  could  be  improved. 
There  shouid  be  better  cash  accountability  through  use  of  a  cash  register 
system  end/or  a  serial  number  receipt  system. 

5.  We  found  revenues  recorded  in  the  cash  receipts  book  that  did  not  appear  as 
revenues  in  the  lessee's  records.  The  revenues  were  not  reported  to  the 
Recreation  and  Park  Department. 

6.  Under  the  term  of  the  lease  agreement,  gross  revenues  are  defined  as  total 
gross  revenues  less  any  taxes  collected  from  patrons.  However,  the  records 
show  that  commissions  paid  to  instructors  totaling  $12,995.35  were  deducted 
from  gross  revenues  for  the  period  audited.  Since  taxes  are  the  only  item 
deductible  from  gross  revenues,  the  commissions  paid  to  instructors  should  be 
included  in  gross  revenues. 
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Candlestick  Park  Food  ond  Refreshment 

We  found  that  in  the  stand  sales,  there  were  numerous  instances  where  the  cash  receipts 
collected  did  not  reconcile  with  subsidiary  records  which  are  used  to  account  for  sales  of 
each  product.  Reported  gross  receipts  were  $14,583.14  (or  1.5%)  less  than  they  would 
have  been  had  100%  of  all  products  been  accounted  for.  In  our  judgement  internal 
controls  could  be  improved  which  would  result  in  additional  revenues  to  the  city.  The 
period  reviewed  was  for  the  San  Francisco  49ers  1979  football  season,  August  4  through 
December  9,  1979. 

Japanese  Tea  Garden 

Source  documents,  namely  the  daily  cash  register  tapes,  were  not  available  for  review. 
Thus,  it  was  not  possible  to  determine  the  authenticity  of  the  amounts  reported  to  the 
general  ledger.  As  c  result,  we  were  unable  to  determine  if  the  Statement  of  Gross 
Receipts  was  presented  fairly.  In  addition,  the  lease  agreement  requires  a  minimum  of 
$150,000  for  capital  improvements.  However,  the  lessee  has  spent  approximately 
$140,000  for  capital  improvements  in  this  area.  The  period  reviewed  was  from  January 
I,  1979  to  June  30,  1980. 

Union  Square  Garage 

We  found  the  lessee  of  the  Union  Square  Garage,  the  Golden  Gate  Parking  Company,  to 
have  maintained  proper  accounting  records  and  reported  gross  receipts  accurately  for  the 
period  from  June  I,  1979  to  January  31,  1980.  We  found  that  the  majority  of  the  capital 
improvements  were  completed.  However,  based  on  the  inspection  performed  by  the 
Electrical  and  Mechanical  Engineers  from  the  Department  of  Public  Works,  the  following 
capital  improvements  and  repairs  required  under  the  terms  of  the  lease  agreement  were 
not  completed; 

Description 

1.  Duplex  Sewage  Sump  Pumps 

Float  switches  should  be  plugged. 

Pump  alternator  should  be  plugged  and  secured. 

Pump  alternator  is  not  alternating  between  the  two  sump  pumps. 

Starters  are  not  explosion  proof. 

2.  Ventilation  Fan  Motors 

Combination  starters  for  the  fan  motors  have  not  been  replaced. 

3.  Fire  Exit  Sump  "D"  Floor,  Powell  and  Stockton  Street  Exit 

Piping  is  protruding  to  the  extent  that  it  may  be  hazardous  to  the  pedestrians 
using  these  exits.    Piping  should  be  realigned. 

4.  Water  Heater 

The  hot  water  is  not  being  used  and  piping  should  be  capped. 
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5.  Garage  Ceiling 

Loose  paint  on  the  ceiiing  of  Floor  MB"  should  be  scraped. 

6.  Service  Areas 

Overhead  reels  in  the  service  areas  should  be  removed. 


Lake  Merced  Boathouse 

The  gross  receipts  are  being  accurately  maintained  and  reported,  and  the  terms  of  the 
lease  agreement  are  being  complied  with  during  the  period  reviewed  (January  I,  1979 
through  December  31,  1979). 

St.  Mary's  Square  Garage 

The  gross  receipts  ore  being  accurately  maintained  and  reported  and  the  terms  of  the 
lease  agreement  are  being  complied  with  during  the  period  reviewed  (July  I,  1979 
through  March  31,  1980). 

Stow  Lake 

The  gross  receipts  are  being  accurately  maintained  and  reported  and  the  terms  of  the 
lease  agreement  are  being  complied  with  during  the  period  reviewed  (September  I,  1978 
through  March  31,  1980). 

Coit  Tower 

We  found  that  in  two  instances  a  discrepancy  existed  between  the  cash  register  tape 
(source  documents)  and  the  amounts  posted  in  the  general  ledger.  We  also  found  that  in 
several  instances  the  cash  register  tapes  were  not  available  for  review.  The  period 
reviewed  was  from  July  I ,  I  979  through  June  30,  I  980. 

In  order  to  correct  the  foregoing  deficiencies,  we  recommend  that  the  following  actions 
be  taken: 

Harding  Park  Golf  Course  Restaurant 

It  is  recommended  that  the  following  actions  be  taken  by  the  lessee: 

That  all  daily  register  tapes  relating  to  the  lease  agreement  be  retained. 

That  the  cash  register  for  the  bar  be  repaired  to  ensure  that  the  cash  register 
tapes  are  being  recorded  properly. 

That  an  audit  trail  be  made  in  order  to  reconcile  the  daily  grosc  receipts  to 
the  bank  records. 

That  the  rentals  be  remitted  on  a  timely  basis. 
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Golden  Gate  Stables 

It  is  recommended  that  the  following  actions  be  taken  by  the  lessee: 

That  a  separate  bank  account  be  kept  for  the  purposes  of  the  lease  agreement 
only.  In  addition,  the  cash  receipts  from  the  lease  agreement  should  be 
deposited  in  a  manner  that  would  provide  a  clear  audit  trail  with  the  daily 
summary  reports. 

That  an  accounting  system  be  set  up  whereby  the  revenues  could  be  accounted 
for  accurately. 

That  cash  receipts  be  accounted  for  through  the  use  of  a  cash  register  system 
or  a  serial  number  receipts  system. 

That  commissions  paid  to  instructors  be  included  as  pert  of  the  gross 
revenues. 

It  is  recommended  that  the  following  action  be  taken  by  the  Concession  Division  of 
the  Business  Office: 

Recover  rental  revenue  of  approximately  $910  (7%  of  $12,995.35)  for 
commissions  paid  to  instructors,  which  should  have  been  includable  to  gross 
revenues. 


Candlestick  Park  Food  and  Refreshment 

It  is  recommended  that  the  following  actions  be  taken  by  the  lessee: 

A  system  be  devised  to  improve  internal  cash  handling  procedures  at  each 
stand  within  the  stadium. 

Japanese  Tea  Garden 

It  is  recommended  that  the  following  actions  be  taken  by  the  lessee: 

That  all  daily  cash  register  tapes  relating  to  the  lease  agreement  be  retained. 

That    capital    improvements    in    the    amount    of    approximately    $10,000    be 
performed  or  that  approximately  $10,000  be  turned  over  to  the  City. 

Union  Square  Garage 

It  is  recommended  that  the  following  action  be  taken  by  the  lessee: 

That  the  various  capital   improvements  and  repairs  as  stated  on  page  3  be 
completed  as  required  under  the  terms  of  the  lease  agreement. 
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Coit  Tower 

It  is  recommended  that  the  following  actions  be  taken  by  the  City: 

That  all  daily  cash  register  tapes  be  retained. 

To  ensure  that  there  are  no  discrepancies  between  the  cash  register  tapes  and 
summary  reports.  Where  there  are  cash  shortages,  the  employee  handling  the 
cash  should  be  held  accountable  for  the  cash  shortages. 

In  order  to  ensure  that  the  concessionaires  are  complying  with  the  terms  and  conditions 
of  the  lease  agreements  and  that  the  City  operated  facilities  are  maintaining  adequate 
gross  receipts  records,  we  recommend  that  the  following  be  implemented  by  the 
Concessions  Division  of  the  Business  Office: 

A.  In  the  first  few  months  of  a  new  concessionaire's  operation,  the  Concession 
Division  of  the  Business  Office  should  review  the  concessionaire's  revenue 
collection  procedures  and  reporting  systems  to  insure  that  internal  controls  are 
adequate  and  records  are  being  maintained  in  a  manner  suitable  for  audit 
purposes. 

B.  A  periodic  review  program  should  be  developed  in  which  concessionaires  would 
be  audited.  The  periodic  review  program  would  include  the  following 
procedures: 

1.  The    Concession    Division    staff    should    ensure    that    the    following   gross 
receipts  records  are  properly  and  adequately  maintained: 

a.  Source  documents,  either  the  cash  register  tapes  or  a  serial  number 
receipt  system. 

b.  Daily   summary   reports,    which   should   be  broken  down   into  revenue 
categories. 

c.  Bank  records  that  can  be  reconciled  to  the  daily  summary  reports. 

d.  Ensure  that  rentals  are  remitted  on  a  timely  basis. 

2.  The  Concession  Division  staff  should  monitor   the  capital    improvements 
related  to  the  Concessionaires  to  ensure  that  they  are  properly  completed. 

3.  The  Concession  Division  staff  should  review  the  insurance  policies  in  order 
to  determine  that  there  is  adequate  and  proper  coverage. 

h.     The  Concession  Division  staff  should  review  the  internal  control  procedures 
to  determine  their  adequacy. 


Very  truly  yours, 


"«-  -L 


^ 


cc:    John  C.  Farrel I,  Controller  -4  7- 
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December  8,  1 980 


Thomas  Malloy,  General  Manager 
Recreation  and  Park  Commission 
McLaren  Lodge,  Golden  Gate  Park 
San  Francisco,  California   94117 

Dear  Mr.  Malloy: 

We  have  examined  the  Statement  of  Gross  Receipts  of  Stevens  California  Enterprises, 
Inc.  (Candlestick  Park  Food  and  Refreshment)  for  the  period  between  August  4,  1979  and 
December  9,  1979  in  order  to  determine  whether  the  gross  revenues  were  being  properly 
recorded  and  reported  to  the  City  and  County  of  San  Francisco  and  the  if  proper 
percentage  rentals  have  been  remitted  to  the  City.  Other  pertinent  documents  were 
reviewed  to  determine  if  the  lessee  is  in  compliance  with  all  other  terms  and  conditions 
of  the  lease  agreement  with  the  City.  Our  examination  was  made  in  accordance  with 
generally  accepted  auditing  standards,  and  accordingly  included  such  tests  of  the 
accounting  records  and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances. 

In  our  opinion,  the  lessee  is  in  compliance  with  the  terms  and  conditions  of  the  lease 
agreement  with  the  City  for  the  period  between  August  4,  1979  and  December  9,  1979. 
The  aforementioned  Statement  of  Gross  Receipts  (Attachment  A)  presents  fairly  the 
gross  sales  of  Stevens  California  Enterprises,  Inc.  for  the  period  between  August  4,  1979 
and  December  9,  1979  and  the  accounting  records  are  being  maintained  in  a  manner  in 
which  gross  revenues  can  be  accurately  reported. 


Very  truly  yours, 


a, 

■vey  M.  Rose 
Budget  Analyst 

John  C.  Farrell,  Controller 


-48- 


Attachment    A 


Candlestick  Park 

Schedule  of  Gross  Receipts  Subject  to  Rent 
For  the  Period  Between  August  4,  1 979  and  December  9,  1 979 


August  4  $62,438 

August  18  65,438 

September  9  1 34,322 

September  23  99,874 

October  7  98,6 1 9 

October  21  77,847 

October  28  99,506 

November  18  94,132 

November  25  108,030 

December  9  90,693 

TOTAL  $930,899 


-49- 


CITY  ANDCOUNTY      flNfadf  1       OF  S  AN  FR  ANCI  SCO 


BOARD  OF  SUPERVISORS 

BUDGET  ANALYST 

1182  MARKET  STREET,  ROOM  422 

SAN  FRANCISCO,  CALIFORNIA  94102     •     TELEPHONE   (415)   558-2641 


December  8,  1 980 


Thomas  Malloy,  General  Manager 
Recreation  and  Park  Commission 
McLaren  Lodge,  Golden  Gate  Park 
San  Francisco,  California   94117 

Dear  Mr.  Malloy: 

We  have  examined  the  Schedule  of  Gross  Receipts  of  Ben  Yamane,  lessee  of  the  Harding 
Park  Golf  Course  Restaurant  for  the  period  between  January  I,  1979  and  March  31,  1980 
to  determine  whether  the  gross  revenues  were  being  properly  recorded  and  reported  to 
the  City  and  County  of  San  Francisco  (City)  and  that  the  proper  percentage  rentals  were 
being  remitted  to  the  City.  Other  pertinent  records  were  examined  to  determine  the 
lessee  was  in  compliance  with  all  other  terms  and  conditions  of  the  lease  agreement  with 
the  City.  Our  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly,  included  such  tests  of  the  accounting  records  and  such  other 
auditing  procedures  as  we  considered  necessary  in  the  circumstances.  We  could  not 
satisfy  ourselves  with  the  reliability  of  the  accounting  records  for  the  bar  operation, 
since  several  source  documents  were  not  available  for  review.  We  found  that  the  rentals 
were  not  being  submitted  to  the  Recreation  and  Park  Department  on  a  timely  basis.  We 
also  found  that  the  bank  deposits  could  not  be  traced  to  the  daily  gross  receipts  records. 

In  our  opinion,  with  the  exception  of  inadequate  source  documentation  for  the  bar 
operation,  the  untimely  remittance  of  rentals  by  the  Harding  Park  Golf  Course 
Restaurant  and  the  inability  to  trace  the  bank  deposits  to  the  daily  gross  receipts 
recorded,  the  lessee  is  in  compliance  with  the  terms  and  conditions  of  the  lease 
agreement  with  the  City  for  the  period  between  January  I,  1979  and  March  31,  1980. 
Due  to  the  above  mentioned  exceptions  we  are  unable  to  determine  if  the 
aforementioned  Statement  of  Gross  Receipts  (Attachment  A)  during  the  period  of  review 
has  been  fairly  presented. 


Very  truly  yours, 


^    ''L. 


ifarveV  M.  Rose 
Budget  Analyst 

cc:    John  C.  Farrell,  Controller 
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Attachment  A 


Harding  Park  Golf  Course  Restaurant 

Schedule  of  Gross  Receipts  Subject  to  Rent 
For  the  Period  Between  January  1 ,  1 979  and  March  31,  1 980 


979 


Amount 


January 

$7,824.71 

February 

10,503.57 

March 

13,804.02 

April 

13,435.93 

May 

14,033.46 

June 

14,430.85 

July 

13,496.50 

August 

13,008.31 

September 

12,825.22 

October 

11,227.10 

November 

9,739.77 

December 

8,851.45 

Total  for  1 979 

$143,180.89 

1980 

January 

7,656.65 

February 

8,801.26 

March 

14,017.13 

Total  for  1  980 

30,475.04 

Total  for  period  of  review 

$173,655.93 
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Thomas  Malloy,  General  Manager 
Recreation  and  Park  Commission 
McLaren  Lodge,  Golden  Gate  Park 
San  Francisco,  California   94117 

Dear  Mr.  Malloy: 

We  have  examined  the  Schedule  of  Gross  Receipts  of  the  Golden  Gate  Equestrian  Center, 
Ltd.  for  the  period  between  June  I,  1979  and  February  29,  1980  in  order  to  determine 
whether  the  gross  revenues  were  being  properly  recorded  and  reported  to  the  City  and 
County  of  San  Francisco  (City)  and  that  the  proper  percentage  rentals  were  being 
remitted  to  the  City.  Other  pertinent  records  were  examined  to  determine  if  the  lessee 
was  in  compliance  with  all  other  terms  and  conditions  of  the  lease  agreement  with  the 
City.  Our  examination  was  made  in  accordance  with  generally  accepted  auditing 
standards,  and  accordingly  included  such  tests  of  the  accounting  records  and  such  other 
auditing  procedures  as  we  considered  necessary  in  the  circumstances.  We  could  not 
satisfy  ourselves  with  the  accuracy  of  the  records  kept,  as  described  in  Attachment  A  of 
this  report. 

In  our  opinion,  the  lessee  has  not  maintained  adequate  records  for  the  period  between 
June  I,  1979  and  February  29,  1980  to  properly  report  Gross  Receipts  as  specified  under 
the  terms  and  conditions  of  the  lease  agreement  with  the  City.  Due  to  the  exceptions 
discussed  in  Attachment  A,  we  are  unable  to  determine  if  the  Statement  of  Gross 
Receipts  for  the  aforementioned  period  has  been  fairly  presented. 

Very  truly  yours, 


/Harvey  M.  Rose 


Budget  Analyst 

cc:    John  C.  Farrell,  Controller 
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Attachment  A 


Based  on  our  examination  of  the  financial  records  of  the  Golden  Gate  Stables,  we 
found  that  gross  receipts  have  not  been  properly  accounted  for.  The  following  are  some 
of  the  major  deficiencies  that  we  found. 

1.  The  bank  account  for  the  Golden  Gate  Stables  is  intermingled  with  the 
personal  bank  activities  of  the  concessionaire.  Thus,  it  was  impossible  for  us 
to  compare  sales  receipts  with  deposits  recorded  in  the  bank  account. 

2.  Cash  receipts  were  not  deposited  on  a  daily  or  consistent  basis,  leaving  an 
unclear  audit  trail. 

3.  The  recording  of  the  cash  receipts  was  not  always  accurate.  Based  on  our 
analysis  of  the  records,  we  found  discrepancies  between  the  revenue  records 
and  the  revenue  reports  to  the  Recreation  and  Park  Department.  The  gross 
revenue  records  were  not  reliable.  However,  it  is  noted  that  we  determined 
the  discrepancy  to  be  an  overpayment  of  $249.28  based  on  the  comparison  of 
the  revenue  records  and  revenue  reports  to  the  Recreation  and  Park 
Department  as  shown  in  Attachment  B. 

4.  The  internal  control  system  for  the  collection  of  cash  could  be  improved. 
There  should  be  better  accountability  for  cash  through  use  of  a  cash  register 
system  and/or  a  serial  number  receipt  system. 

5.  We  found  revenues  recorded  in  the  cash  receipts  bock  that  did  not  appear  as 
revenues  in  the  lessee's  records.  The  revenues  were  not  reported  to  the 
Recrection  and  Park  Department. 

6.  Under  the  term  of  the  lease  agreement,  gross  revenues  are  defined  as  total 
gross  revenues  less  any  taxes  collected  from  patrons.  However,  the  records 
shows  that  commissions  paid  to  instructors  totalling  $12,995.35  were  deducted 
from  gross  revenues  for  the  period  audited.  Since  taxes  are  the  only  item 
deductible  from  gross  revenues,  the  commissions  paid  to  instructors  should 
have  been  included  in  gross  revenues.  Accordingly  the  amount  of  $909.67 
($12,995.35  @  seven  percent)  was  not  properly  remitted  to  the  City. 
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Attachment  B 


Golden  Gate  Equestrian  Center,  Ltd. 

Schedule  Comparing  Gross  Receipts  Reported  to  the  Recreation  and 

Park  Department  and  Gross  Receipts  as  Recorded  on  the  Books 

For  the  Period  Between  June  I,  1979  and  February  29,  1980 


Month 

Lessons 

Boarders 

Day 
Camp 

Renters 

Total 

1979 

June  - 

Per  Books* 
Per  Report** 
Difference 

$2,622.50 
2,622.50 
-0- 

2,666.00 

2,666.00 

-0- 

$1,890.00 
1 ,890.00 
-0- 

$1,204.00 
1,204.00 
-0- 

$8,382.50 
8,382.50 
-0- 

July- 

Per  Books 
Per  Report 
Difference 

5,562.00 

5,562.00 

-0- 

7,999.57 
7,999.57 

-C- 

2,815.00 

2,815.00 

-0- 

2,947.00 

2,947.00 

-0- 

19,323.57 
19,323.57 
-0- 

August  - 

Per  Books 
Per  Report 
Difference 

4,337.22 

4,330.33 

6.89 

8,707.43 

8,255.00 

452.43 

3,587.00 

3,587.00 

-0- 

3,637.00 
1,632.00 
2,005.00 

20,268.65 

17,804.33 

2,464.32 

September  - 

Per  Books 
Per  Report 
Difference 

4,918.46 

4,894.33 

24.13 

7,672.43 

9,337.43 

(i, 665.00) 

-0- 
-0- 
-0- 

2,104.50 

2,104.50 

-0- 

14,695.39 
16,336.26 
(1,640.87) 

October  - 

Per  Books 
Per  Report 
Difference 

4,198.63 

4,078.39 

120.24 

8,896.00 
9,330.00 
(434.00) 

-0- 
-0- 
-0- 

1,646.00 

1,646.00 

-0- 

14,740.63 
15,054.39 
(313.76) 

November  - 

Per  Books 
Per  Report 
Difference 

3,308.55 

3,306.21 

2.34 

9,427.00 
9,573.00 
(146.00) 

-0- 
-0- 
-0- 

1,037.00 

!,037.00 

-0- 

13,772.55 
13,916.21 
(143.66) 

December  - 

Per  Books 
Per  Report 
Difference 

3,020.66 
3,025.29 
(4.63) 

7,805.00 
8.337.00 
(572.00) 

-0- 
-0- 
-0- 

1,056.00 
1,038.00 
18 

11,881.66 
12,440.29 
(558.63) 

1980 

January  - 

Per  Books 
Per  Report 
Difference 

3,657.81 

3,283.49 

374.32 

9,209.90 
9,645.90 
(436.00) 

-0- 
-0- 
-0- 

816.00 
817.00 
(1.00) 

13,683.71 
13,746.39 
(62.68) 

February  - 

Per  Books 
Per  Report 
Difference 

2,829.! 8 

2,827.18 

2.00 

8,518.10 

8,514.10 

4.00 

-0- 
-0- 
-0- 

882.00 
882.00 
-0- 

12,229.28 

12,223.28 

6.00 

Totals 

$525.29 

($2/796.57) 

-0- 

$2,022.00 

($249.28) 

*    As  recomputed  per  our  analysis 
**  As  reported  to  the  Recreation  and  Park  Department, 
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BOARD  OF  SUPERVISORS 

BUDGET  ANALYST 

1182  MARKET  STREET,  ROOM  422 

SAN  FRANCISCO,  CALIFORNIA  94102     •     TELEPHONE   (415)   558-2641 


December  8,  1 980 


Thomas  Malloy,  General  Manager 
Recreation  and  Park  Commission 
McLaren  Lodge,  Golden  Gate  Park 
Sen  Francisco,  California   941!  7 

Dear  Mr.  Malloy: 

We  have  examined  the  Statement  of  Gross  Receipts  of  the  Japanese  Tea  Garden  for  the 
period  between  January  I,  1979  and  March  31,  1980  in  order  to  determine  whether  the 
gross  revenues  were  being  properly  recorded  and  reported  to  the  City  and  County  of  San 
Francisco  (City)  and  that  the  proper  percentage  rentals  are  being  remitted  to  the  City. 
Other  pertinent  records  were  examined  to  determine  if  the  lessee  was  in  compliance  with 
all  other  terms  and  conditions  of  the  lease  agreement  with  the  City.  Our  examination 
was  made  in  accordance  with  generally  accepted  auditing  standards,  and  accordingly 
included  such  tests  of  the  accounting  records  and  such  other  auditing  procedures  as  we 
considered  necessary  in  the  circumstances.  We  could  not  satisfy  ourselves  with  the 
reliability  of  the  accounting  records  since  the  source  documents  had  been  discarded. 
Nevertheless,  based  on  the  records  provided  by  the  lessee,  we  summarized  the  monthly 
gross  receipts  for  the  period  between  January  I,  1979  and  March  31,  1980,  which  is  shown 
in  Attachment  A.  Additionally,  v/e  found  that  the  lessee  has  spent  $139,889  on 
improvements  and  repairs.  However,  the  lease  agreement  specifies  that  a  minimum  of 
$150,000  be  spent  on  improvements  and  repairs. 

In  our  opinion,  with  the  exception  of  not  providing  adequate  source  documentation  and 
the  non-compliance  with  the  terms  relating  to  improvements  and  repairs,  the  lessee  is  in 
compliance  with  the  terms  and  conditions  of  the  lease  agreement  with  the  City  for  the 
period  between  January  I,  1979  and  March  31,  1980.  Due  to  the  unavailability  of 
adequate  source  documentation,  we  were  unable  to  determine  whether  the 
aforementioned  Statement  of  Gross  Receipts  (Attachment  A)  for  the  period  of  review 
has  been  fairly  presented. 

Very  truly  yours, 

farvey  M.  Rose 
Budget  Analyst 

cc:    John  C.  Farrell,  Controller 
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Attachment  A 


Japanese  Tea  Garden 

Schedule  of  Gross  Receipts  Subject  to  Rent 
For  the  Period  Between  January  I,  1979  and  March  31,  1980 


979 


Amount 


January 

$32,912.32 

February 

38,830.50 

March 

59,661.97 

April 

60,959.26 

May 

64,048.66 

June 

67,838.33 

July 

91,572.80 

August 

95,609.20 

September 

74,319.45 

October 

66,652.45 

November 

54,206.37 

December 

41,458.36 

Total  for  1979 

$748,069.67 

1980 

January 

41,797.75 

February 

48,439.34 

March 

66,218.82 

Total  for  1  980 

156,455.91 

Total  for  period  of  review 

$904,525.58 
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BOARD  OF  SUPERVISORS 

BUDGET  ANALYST 

1182  MARKET  STREET,  ROOM  422 
SAN  FRANCISCO,  CALIFORNIA  94102     •     TELEPHONE   (415)   558-2641 


December  8,  1 980 


Thomas  Malloy,  General  Manager 
Recreation  and  Park  Commission 
McLaren  Lodge,  Golden  Gate  Park 
San  Francisco,  California   9^1  17 

Dear  Mr.  Malloy: 

We  have  examined  the  Schedule  of  Gross  Receipts  of  the  Golden  Gate  Parking  Company 
for  the  period  between  June  I,  1979  and  January  31,  1980  in  order  to  determine  whether 
the  gross  revenues  were  being  properly  recorded  and  reported  to  the  City  and  County  of 
San  Francisco  and  if  the  proper  percentage  rentals  are  being  remitted  to  the  City.  Other 
pertinent  records  were  examined  to  determine  if  the  lessee  was  in  compliance  with  all 
other  terms  and  conditions  of  the  lease  agreement  with  the  City.  Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards,  and  accordingly  included 
such  tests  of  the  accounting  records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances.  We  found  that  the  lessee  has  not  yet  completed  all  of 
the  various  capital  improvements  required  under  the  terms  of  the  lease  agreement. 
Those  specific  improvements  which  had  not  yet  been  completed  as  of  April  10,  1980  are 
listed  in  Attachment  A  of  our  report. 

In  our  opinion,  except  for  the  various  incomplete  improvements  and  repairs,  the  lessee  is 
in  compliance  with  the  terms  and  conditions  of  the  lease  agreement  with  the  City  for  the 
period  between  June  I,  1979  and  January  31,  1980.  The  aforementioned  Statement  of 
Gross  Receipts  (Attachment  B)  presents  fairly  the  gross  sales  of  Golden  Gate  Perking 
Company  for  the  period  of  June  I,  1979  to  January  31,  1980  and  the  accounting  records 
are  being  maintained  in  a  manner  in  which  gross  revenues  can  be  accurately  reported. 

Very  truly  yours, 

■icirvey  M.  Rose 
Budget  Analyst 

cc:    John  C.  Farrell,  Controller 
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Attachment  A 


Schedule  of  Various  Improvements  and  Repairs 
That  Were  Not  Completed  As  Required  By  The  Lease  Agreement 

Based  on  the  inspection  of  the  Electrical  and  Mechanical  Engineers  from  the 
Department  of  Public  Works,  the  following  capital  improvements  and  repairs  were  not 
completed  as  required  by  the  contract. 

1 .  Duplex  Sewage  Sump  Pumps  (p.35) 

A.  Float  switches  should  be  plugged. 

B.  Pump  alternator  should  be  plugged  and  secured. 

C.  Pump  alternator  is  not  alternating  between  the  two  sump  pumps. 

D.  Starters  are  not  explosion  proof. 

2.  Ventilation  Fan  Motors  (p.36) 

A.    Combination  starters  for  the  fan  motors  have  not  been  replaced. 

3.  Fire  Exit  Sump  "D"  Floor,  Powell  and  Stockton  Streets  Exit  (p.36) 

A.    Piping  is  protruding  to  the  extent  that  it  may  be  hazardous  to  the  pedestrians 
using  these  exits.   Piping  should  be  realigned. 

4.  Water  Heater  (p.37) 

A.    The  cold  water  heater  is  not  being  used  and  piping  should  be  capped. 

5.  Garage  Ceiling  (p.39) 

A.    Loose  paint  on  the  ceiling  of  Floor  "B"  should  be  scrapped. 

6.  Service  Areas  (p.39) 

A.    Overhead  reels  in  the  service  areas  should  be  removed. 


-58- 


Attachment  B 


Union  Square  Garage  -  Golden  Gate  Parking  Company 

Schedule  of  Gross  Receipts 
For  the  Period  Between  June  1 ,  1 979  and  February  29,  1 978 


Monthly 
Parking 

Transient 
Parking 

Vending 
Machines 

Pay 
Phones 

Other 

Gross 
Revenues 

Number  < 

Gallons  c 

Gasoline 

Receive 

jne,  1  979 

$11,130.79 

$109,430.96 

- 

$38.82 

- 

$120,600.57 

30,145 

jly,  1979 

11,786.23 

108,106.52 

- 

74.26 

$3.00 

119,970.01 

23,545 

jgust,  1979 

11,650.36 

115,925.96 

- 

64.92 

18.00 

127,659.24 

23,305 

jptember,  1979 

11,486.88 

107,464.95 

$186.56 

71.22 

9.00 

1  19,218.61 

19,236 

ctober,  1979 

11,261.23 

161,955.25 

- 

74.67 

12.00 

173,303.15 

7,080 

ovember,  1979 

i  6,950.99 

162,145.77 

- 

56.46 

17.84 

179,171.06 

19,150 

ecember,  1  979 

15,787.95 

186,602.28 

- 

109.96 

6.00 

202,506.19 

19,483 

inuary,  1980 

16,159.04 

146,539.73 

503.26 

51.35 

18.00 

163,271.38 

12,225 

TOTALS 

$106,213.47 

$1,098,171.42 

$689.82 

$541.66 

$83.84 

$1,205,700.21 

154,169 
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BUDGET  ANALYST 

1182  MARKET  STREET,  ROOM  422 
SAN  FRANCISCO,  CALIFORNIA  94102     •     TELEPHONE   (415)   558-2641 


December  8,  1 980 


Thomas  Malloy,  General  Manager 
Recreation  and  Park  Commission 
McLaren  Lodge,  Golden  Gate  Park 
San  Francisco,  Cclifornia   94117 

Dear  Mr.  Malloy: 

We  have  examined  the  Schedule  of  Gross  Receipts  of  Lake  Merced  Boathouse,  Inc.  for 
the  period  between  January  I,  1979  and  December  31,  1979  in  order  to  determine 
whether  the  gross  revenues  were  being  properly  recorded  and  reported  to  the  City  and 
County  of  San  Francisco  (City)  and  if  the  proper  percentage  rentals  are  being  remitted  to 
the  City.  Other  pertinent  documents  were  reviewed  to  determine  if  the  lessee  was  in 
compliance  with  all  other  terms  and  conditions  of  the  lease  agreement  with  the  City. 
Our  examination  was  made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  of  the  accounting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  the  lessee  is  in  compliance  with  the  terms  and  conditions  of  the  lease 
agreement  with  the  City  for  the  period  between  January  I,  1979  and  December  31, 
I  979.  The  aforementioned  Statement  of  Gross  Receipts  (Attachment  A)  for  the  period  of 
review  has  been  fairly  presented  and  the  accounting  records  are  being  maintained  in  a 
manner  in  which  gross  revenues  can  be  accurately  reported. 


Very  truly  yours, 

Harvey  M.  Rose 
Budget  Analyst 

cc:    John  C.  Farrell,  Controller 
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Attachment  A 


Lake  Merced  Boat  house,  Inc. 

Schedule  Of  Gross  Receipts 
For  The  Period  Between  January  I,  1979  and  December  31,  1979 


Month  Amount 


January 

$9,644.15 

February 

12,687.57 

March 

13,916.35 

April 

20,468.33 

May 

38,802.65 

June 

29,638.62 

July 

26,889.60 

August 

25,776.23 

September 

28,518.79 

October 

21,302.25 

November 

17,438.32 

December 

16,056.20 

Total 

$261 J  39.06 
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December  8,  1 980 


Thomas  Malloy,  General  Manager 
Recreation  and  Park  Commission 
McLaren  Lodge,  Golden  Gate  Park 
San  Francisco,  California   94M7 

Dear  Mr.  Malloy: 

We  have  examined  the  Schedule  of  Gross  Receipts  of  the  St.  Mary's  Square  Service 
Center,  Inc.  for  the  period  between  July  I,  1979  and  March  31,  1980  in  order  to 
determine  whether  the  gross  revenues  were  being  properly  recorded  and  reported  to  the 
City  and  County  of  San  Francisco  and  if  the  proper  percentage  rentals  are  being  remitted 
to  the  City.  Other  pertinent  documents  were  reviewed  to  determine  if  the  lessee  was  in 
compliance  with  all  other  terms  and  conditions  of  the  lease  agreement  with  the  City. 
Our  examination  was  made  in  accordance  with  generally  accepted  auditing  standards,  and 
accordingly  included  such  tests  of  the  accounting  records  and  such  other  auditing 
procedures  as  we  considered  necessary  in  the  circumstances. 

In  our  opinion,  the  lessee  is  in  compliance  with  the  terms  and  conditions  of  the  lease 
agreement  with  the  City  for  the  period  between  July  I,  1979  and  March  31,  1980.  The 
aforementioned  Statement  of  Gross  Receipts  (Attachment  A)  fairly  presents  the  gross 
sales  of  the  St.  Mary's  Square  Service  Center,  Inc.  and  the  accounting  records  are  being 
maintained  in  a  manner  in  which  gross  revenues  can  be  accurately  reported. 


Very  truly  yours, 


/ri  "*).-/<+ 

Harvey  M.  f^bse 
Budget  Analyst 


cc:    John  C.  Farrell,  Controller 
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Attachment  A 


St.  Mary's  Square  Service  Center,  Inc. 

Schedule  of  Gross  Receipts 
For  the  Period  Between  July  I,  1979  and  March  31,  1980 


Month  Amount 


1979 

July 

$112,203.71 

August 

125,142.93 

September 

132,723.52 

October 

140,680.10 

November 

134,689.12 

December 

136,732.56 

Total  for  1979 

$782,171.94 

1980 

January 

142,052.25 

February 

139,261.01 

March 

141,971.08 

Total  for  1 980 

423,284.34 

Total  for  period  of 

revi  ew 

£L205,456.28 
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1182  MARKET  STREET,  ROOM  422 
SAN  FRANCISCO,  CALIFORNIA  94102     •     TELEPHONE  (415)   558-2641 


December  8,  1 980 


Thomas  Malloy,  General  Manager 
Recreation  and  Park  Commission 
McLaren  Lodge,  Golden  Gate  Park 
San  Francisco,  California   94117 

Dear  Mr.  Malloy: 

We  have  examined  the  Statement  of  Gross  Receipts  of  The  Stow  Lake  Company  for  the 
period  between  September  I,  1978  and  March  31,  1980  in  order  to  determine  whether  the 
gross  revenues  were  being  properly  recorded  and  reported  to  the  City  and  County  of  San 
Francisco  and  if  the  proper  percentage  rentals  are  being  remitted  to  the  City.  Other 
pertinent  documents  were  reviewed  to  determine  if  the  lessee  is  in  compliance  with  all 
other  terms  and  conditions  of  the  lease  agreement  with  the  City.  Our  examination  was 
made  in  accordance  with  generally  accepted  auditing  standards,  and  accordingly  included 
such  tests  of  the  accounting  records  and  such  other  auditing  procedures  as  we  considered 
necessary  in  the  circumstances. 

In  our  opinion,  the  lessee  is  in  compliance  with  the  terms  and  conditions  of  the  lease 
agreement  with  the  City  for  the  period  between  September  I,  1978  and  March  31,  1980. 
The  aforementioned  Statement  of  Gross  Receipts  (Attachment  A)  fairly  presents  the 
gross  sales  of  The  Stow  Lake  Company  for  the  period  from  September  I,  1978  to  March 
31,  1980  and  the  accounting  records  are  being  maintained  in  a  manner  in  which  gross 
revenues  can  be  accurately  reported. 

Very  truly  yours, 


Harvey  M.  Rose 
Budget  Analyst 

cc:    John  C.  Farrell,  Controller 
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Attachment  A 


The  Stow  Lake  Company 

Schedule  of  Gross  Receipts 
For  the  Period  Between  September  I,  1978  and  March  31,  1980 


Month  Amount 


1978 

September 

$21,373.70 

October 

13,910.15 

November 

9,974.35 

December 

8,411.45 

Total  for  1978 

$53,669.65 

1979 

January 

8,090.65 

February 

13,693.15 

March 

17,969.40 

April 

24,262.90 

May 

23,976.20 

June 

23,339.85 

July 

26,029.30 

August 

25,546.70 

September 

25,830.30 

October 

12,21  1.30 

November 

9,723.75 

December 

7,202.35 

Total  for  1979 

217,875.85 

E5G0 

January 

8,479.20 

February 

11,761.55 

March 

25,184.55 

Total  for  1  980 

45,425.30 

Total  for  period  of 

review 

$316,970.80 
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December  8,  1 980 


Thomas  Malloy,  General  Manager 
Recreation  and  Park  Commission 
McLaren  Lodge,  Golden  Gate  Park 
San  Francisco,  California   94117 

Dear  Mr.  Malloy: 

We  have  examined  the  Schedule  of  Gross  Receipts  of  Coit  Tower  for  the  period  between 
July  I,  1979  and  June  30,  1980  in  order  to  determine  whether  the  gross  revenues  were 
being  properly  recorded.  Our  examination  was  made  in  accordance  with  generally 
accepted  auditing  standards,  and  accordingly  included  such  tests  of  the  accounting 
records  and  such  other  auditing  procedures  as  we  considered  necessary  in  the 
circumstances.  We  found  discrepancies  between  the  summary  daily  cash  report  and  the 
source  documents,  the  daily  cash  register  tapes.  We  also  found  that  a  certain  number  of 
the  source  documents,  daily  cash  register  tapes  were    not  available  for  review. 

Because  of  the  discrepancies  between  the  summary  cash  report  and  the  source 
documents,  and  the  unavailability  of  certain  cash  register  tapes  we  are  unable  to 
determine  if  the  Statement  of  Gross  Receipts  (Attachment  A)  for  the  period  between 
July  I,  I  979  and  June  30,  I  980  has  been  presented  fairly. 


Very  truly  yours, 

'fy  '*7/h^_ 

hjarvey  M.  Roie 
Budget  Analyst 


cc:   John  C.  Farrell,  Controller 
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Attachment  A 


Coit  Tower 

Schedule  of  Gross  Receipts 
For  the  Period  Between  July,  1979  and  June,  1980 


979 


July  $20,497.34 

August  21,953.77 

September  16,986.78 

October  15,416.08 

November  12,100.45 

December  9,589.85 

Total  for  1979  $96,544.27 

1980 

January  8,222.77 

February  1 0,46 1 .26 

March  13,693.26 

April  12,730.35 

May  14,873.60 

June  16,760.70 

Total  for  1980  76,741.94 

Total  for  period  of  review  $173,286.21 
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